
























































+HW (XURSHHV KDQGHOVEHOHLG NRQ GH YRRUELMH MDUHQ RS HHQ ]HOG]DPH KRHYHHOKHLG
DDQGDFKW UHNHQHQ (HUVW WRHQ JHYUHHVGZHUGGDW GH ¶*URWH 5HFHVVLH· HHQPRQGLDOH
XLWEUDDN YDQ SURWHFWLRQLVPH ]RX WHZHHJ EUHQJHQ ODWHU PHW GH SROLWLVHULQJ YDQ GH
KDQGHOVYHUGUDJHQPHWGH96HQ&DQDGD2RNGHVSDQQLQJHQPHW&KLQDHQ5XVODQG
HQ GH HFKWVFKHLGLQJ PHW KHW 9HUHQLJG .RQLQNULMN NHQQHQ HHQ EHODQJULMNH
KDQGHOVSROLWLHNHFRPSRQHQW0HHUDOJHPHHQZDVHURSQLHXZHHQLQWHQVLILsULQJYDQ
ODQJORSHQGH GHEDWWHQ RYHU GH UHFKWYDDUGLJKHLG YDQ RQV PRQGLDDO HFRQRPLVFK
V\VWHHP HQ RYHU GH PDWH ZDDULQ KHW VRHSHO YHUNHHU YDQ NDSLWDDO JRHGHUHQ HQ
GLHQVWHQ ELMGUDDJW DDQ VRFLDOH RQJHOLMNKHLG NOLPDDWVYHUDQGHULQJ HQ GH HURVLH YDQ
QDWLRQDOHVRHYHUHLQLWHLW
'LW GRFWRUDDW SUREHHUW RQV EHJULS WH YHUVWHUNHQ YDQ GH SROLWLHN YDQ EXLWHQODQGVH
KDQGHO HQ LQYHVWHULQJHQ HHQ EHOHLGVGRPHLQ GDW ELQQHQ GH (8 LQ VWHUNH PDWH
VXSUDQDWLRQDDOLV'HWHNVWEHVWDDWXLWWZHHJURWHGHOHQ
,N YDQJ DDQ PHW HHQ LQKRXGHOLMNH HQ PHWKRGRORJLVFKH NULWLHN YDQ GH EHVWDDQGH
OLWHUDWXXUZDDULQLNDUJXPHQWHHUGDWHU WRWRSKHGHQWHZHLQLJDDQGDFKW LVJHJDDQ
QDDU ]RZHO D GH G\QDPLVFKH URO YDQ GH OLGVWDWHQ DOV QDDU E GH
SUHIHUHQWLHYRUPLQJ RS ¶QDWLRQDDO· QLYHDX ,N EHWRRJ GDW RQ]H DQDO\VHV YDQ KHW
(XURSHHV KDQGHOVEHOHLG WHQ HHUVWH WH VWHUN IRFXVVHQ RS GH DOV KRPRJHHQ
JHSUHVHQWHHUGHDFWRUHQ5DDGHQ&RPPLVVLHHQGDWZHWHQ WZHHGHWHZHLQLJZHWHQ
RYHU GH ELQQHQODQGVH SROLWLHNH HFRQRPLH YDQ KDQGHOVSROLWLHN 0LMQ ELMGUDJH LV
]RZHO HHQ SOHLGRRL YRRU JHGHWDLOOHHUGH OLGVWDWHOLMNH DQDO\VHV DOV HHQ ]HOIVWDQGLJH
VWXGLH QDDU GH SROLWLHNH HFRQRPLH YDQ KDQGHOVEHOHLG LQ (XURSD 1DDVW GH]H PHHU
¶HPSLULVFKH· VWHOOLQJQDPHV SUREHHU LN YRRUWV HHQ RULJLQHOH
PHWKRGRORJLVFKHPHWDWKHRUHWLVFKH ELMGUDJH WH OHYHUHQ GRRU WH RSWHUHQ YRRU
KROLVWLVFK YHUNODUHQG RQGHU]RHN 'LW GRH LN GRRU PHFKDQLVWLVFKH SURFHVV WUDFLQJ
VHULHXVWHQHPHQWHRSHUDWLRQDOLVHUHQHQLQGHSUDNWLMNWHEUHQJHQ
+HWWZHHGHGHHOEHVWDDWXLWHHQDQDO\VHYDQGHKDQGHOVSROLWLHNHEHVOXLWYRUPLQJYDQ
%HOJLs HQ 1HGHUODQG ,N SUREHHU WRW HHQ H[KDXVWLHYH YHUNODULQJ WH NRPHQ YDQ GH
SRVLWLRQHULQJYDQGH]H OLGVWDWHQ LQ WZHHGRVVLHUVKHWKDQGHOVDNNRRUGPHW&DQDGD
¶&(7$· HQ KHW DQWLGXPSLQJGLVSXXW PHW &KLQD RYHU ]RQQHSDQHOHQ (HUVW
SUHVHQWHHULNYRRUHONODQGHHQLQOHLGHQGKRRIGVWXNZDDULQLN]RZHOHHQDOJHPHHQ
EHHOG VFKHWV YDQ SROLWLHN LQVWHOOLQJHQ HQ HFRQRPLVFKH VWUXFWXXU DOV HHQ PHHU








GH]H SRVLWLH LV WRH WH VFKULMYHQ DDQ D GH LQYORHG YDQ KHW EHGULMIVOHYHQ E KHW
PLGGHQYHOG GDQ ZHO F GH DXWRQRPH SUHIHUHQWLHV YDQ EHOHLGVPDNHUV ]HOI ,N
EHVSUHHNRPKRHHQZDQQHHUPLGGHQYHOGHQEHGULMIVOHYHQ]LFKEHZXVWZHUGHQYDQ




]LM KLHUQD FDPSDJQHOREE\DFWLYLWHLWHQ RQWZLNNHOGHQ HQ LQZHONHPDWH ]LM WRHJDQJ
YHUNUHJHQWRWLGHSHUVYLDHHQNZDQWLWDWLHYHHQNZDOLWDWLHYHDQDO\VHYDQSHUVGDWD
HQDUWLNHOHQDOVPHGH LQWHUYLHZV LLKHWSDUOHPHQW LQWHUYLHZVHQ HHQNZDOLWDWLHYH
DQDO\VH YDQ GH SDUOHPHQWDLUH GHEDWWHQ LLL KHW SXEOLHN VXUYH\V LQWHUYLHZV HQ
DQGHUH GDWD HQ LY GH GLUHFWH EHVOXLWYRUPHUV YDQ GH XLWYRHUHQGH PDFKW ,Q KHW
PHFKDQLVPH YDQ GH EHOHLGVPDNHUV JDDW HU HHUVW DDQGDFKW QDDU GH SRWHQWLsOH
¶DXWRQRPH· EURQQHQ YDQ GH H[HFXWLHYH SRVLWLH RP EHOHLGVGRFXPHQWHQ VWXGLHV
EHYUDJLQJHQ YURHJHUH SRVLWLHV SDUWLM LGHRORJLH DQGHUH YHUYROJHQV VFKHWV LN GH
LQWHUQHEHVOXLWYRUPLQJHQEHVSUHHNLNKRHGHXLWYRHUHQGHPDFKW]LFKYHUKLHOGWRWGH
GUXN YDQXLW SHUVSDUOHPHQWSXEOLHN HQ OREE\LQJ 'H]H DQDO\VH EDVHHU LN RS HHQ
FRPELQDWLH YDQ LQWHUYLHZV HQ LQWHUQH GRFXPHQWHQ 1D HON YDQ GH]H VWHOOLQJHQ
¶JHWHVW· WH KHEEHQ NRP LN WRW HHQ RYHUODSSHQGH V\QWKHVHZDDULQ LN ]HPHW HONDDU
SUREHHUWHYHU]RHQHQZDDURPQDPODQG;SRVLWLH<LQ"


































































































































































































































































































DQG LQYHVWPHQW DJUHHPHQW WKDW KDG EHHQ LQ WKHZRUNV IRU DOPRVW D GHFDGH ,Q WKH
\HDUVEHIRUH*HUPDQVDQG$XVWULDQVKDGVWDUWHGKLWWLQJWKHVWUHHWVWRSURWHVWDJDLQVW
VLPLODUQHJRWLDWLRQVZLWKWKH8QLWHG6WDWHVZKLOH'XWFKSRXOWU\IDUPHUVVLGHGZLWK
(XURVFHSWLF QDWLRQDOLVWV LQ RUGHU WR GHPDQG D UHIHUHQGXP RQ WKH DVVRFLDWLRQ
DJUHHPHQW ZLWK 8NUDLQH ,Q P\ KRPH WRZQ SHDU IDUPHUV KDYH KXQJ XS KXJH
EDQQHUV WKDW VKRXW ¶3ROLWLFLDQV  JLYH XV EDFN 5XVVLD· LQ UHVSRQVH WR WKH 5XVVLDQ
HPEDUJR ZKLFK KDV FORVHG RII RQH RI WKHLU PDMRU H[SRUW PDUNHWV $IWHU %UH[LW
HUXSWHGSUHVVUHSRUWVRI WKH8.·V LQWHUQDOSURFHVVUHYHDOHG WKDW WKH%ULWLVK IRUHLJQ
WUDGH VHUYLFHV KDYH KDG WR VXGGHQO\ KLUH PDVVLYH DPRXQWV RI VWDII EHFDXVH WKH
DGPLQLVWUDWLRQ KDG EHHQ KROORZHG RXW IRU \HDUV WKHLU FRQFRUGDQW DPDWHXULVP KDV
EHHQ DSSDUHQW LQ WKH QHJRWLDWLRQV 0HDQZKLOH WKH VWUXJJOH ZLWK &KLQD RYHU LWV
DOOHJHG ¶GXPSLQJ· SUDFWLFHV ZKLFK KDV EHHQ RQJRLQJ IRU RYHU ILIWHHQ \HDUV
FRQWLQXHGWRSLWPHPEHUVWDWHVDJDLQVWRQHDQRWKHUDVVRPHEHQHILWWHGIURPFKHDS




WKDW WKH\ VKRXOG DOVR OHDG XV WR LQYHVWLJDWH D OD\HU WKDW KDV XQWLO QRZ UHPDLQHG
ODUJHO\ DEVHQW LQ WKH VWXG\ RI WKLV GRPDLQ WKH GRPHVWLF SROLWLFDO HFRQRP\ RI
(XURSHDQ WUDGH SROLF\ DQG WKH JHQHVLV RI PHPEHU VWDWHV· SRVLWLRQV :K\ GLG
:DOORQLD·V SDUOLDPHQW VXGGHQO\ UHYROW DJDLQVW WKH WUHDW\ ZLWK &DQDGD" +RZZHOO
LQIRUPHG ZHUH WKH 8.·V SRVLWLRQV RQ (8 WUDGH SROLFLHV LQ WKH SDVW GHFDGHV LI LWV
PLQLVWULHV KDG DSSDUHQWO\ EHHQ VRXQGHUVWDIIHG"'LG WKH(8·VSRVLWLRQ RQ&KLQHVH
WH[WLOHV·GXPSLQJUHVXOWIURPOREE\LQJE\WKH'XWFKDQG6ZHGLVKIDVKLRQLQGXVWULHV"
:K\KDYHVRPDQ\VWDWHVVSXQDZHERIELODWHUDOLQYHVWPHQWWUHDWLHVWKDWQRZDSSHDU
WR RSHQ WKHP XS WR ODZVXLWV IURP PXOWLQDWLRQDOV DQG ZK\ KDYH FLYLO VRFLHW\
RUJDQL]DWLRQV VXGGHQO\ WDNHQ QRWLFH" 2U LV WKLV LQ IDFW SDUW RI D ZLGHU \HW XQWLO
UHFHQWO\VHHPLQJO\XQVXFFHVVIXOKLVWRU\RIDWWHPSWVWRPRELOL]HWKHSXEOLFRQVXFKD
WHFKQLFDOLVVXH"
:KHQ , ILUVW HQFRXQWHUHG WUDGH SROLF\ DV D VWXGHQW LW ZDV LQ WKH FRQWH[W RI
PDFURHFRQRPLF DQDO\VHV +DYLQJ VWXGLHG HFRQRPLFV GXULQJ WKH KHLJKW RI WKH




EXUHDXFUDWV %HIRUH LQP\PDVWHU·V LQ SROLWLFDO VFLHQFH , KDG DOVRZULWWHQ D WKHVLV
DERXWWKHHIIRUWVWRFRQVWUXFW(XURSHDQWUDGHXQLRQV DJDLQLQWKLVVDPHFRQWH[WRI
KHWHURJHQHRXV¶YDULHWLHVRIFDSLWDOLVP·ZKLFKFRUUHODWHGZLWKZLOGO\GLIIHULQJVRFLR
HFRQRPLF DQG SROLWLFDO LQWHUHVWV HYHQ ZLWKLQ WKLV RVWHQVLEO\ XQLILHG FODVV RI ODERU
RUJDQL]DWLRQV,WLVIURPWKLVEDFNJURXQGWKDW,VWDUWHGVRPHZKDWKDSKD]DUGO\WKLV
VWXG\RI(8WUDGHSROLF\
, ZDV FRQIURQWHGZLWK D OLWHUDWXUH WKDW DSSHDUHG WR EH ODUJHO\ XQKLQJHG IURP WKH









HDU IRUWKHLUFULWLTXHVRI WKHGLVFLSOLQHRI(8VWXGLHVDQGLWV LQFUHDVLQJGHWDFKPHQW
IURP WKH VWXG\ RI FRPSDUDWLYH SROLWLFV DQG FDSLWDOLVPV RI (XURSHDQ VWDWHV DQG
VRFLHW\ ,W ZDV WKHQ WKDW , ILUVW VWDUWHG WR VZLWFKP\ UHVHDUFK IRFXV IURP (8OHYHO
GHYHORSPHQWV WR TXHVWLRQV DERXW WKH FRQQHFWLRQV EHWZHHQ WKH VXSUDQDWLRQDO
G\QDPLFDQGWKHXQGHUO\LQJGULYHUVRIWKH(8DQGLWVFRQVWLWXHQWHQWLWLHV,EHJDQWR
ZULWH DQ KLVWRULFDO RYHUYLHZ RI WKH SROLWLFDOHFRQRP\ RI (8 WUDGH SROLF\ ZKHUH ,
WULHG WR WLH EURDG GHYHORSPHQWV LQ WKH SROLWLFV DQG HFRQRPLFV LQ (XURSH ZLWK WKH
WUDGHSROLFLHVDQGSRVLWLRQVRIWKHPHPEHUVWDWHVDQGWKH(87KLVSURYHGIDUPRUH
GLIILFXOW WKDQ , KDG DQWLFLSDWHG EHFDXVH LW WXUQHG RXW WKDW WKHUH ZDV QHDUO\ QR
OLWHUDWXUH DYDLODEOH RQZKLFK WR EXLOG$WPRVW WKHUHZHUH D KDQGIXO RI RFFDVLRQDO
PHQWLRQV RI FRXQWU\ SRVLWLRQV DQG HYHQ PRUH UDUHO\ DOVR GRPHVWLF G\QDPLFV LQ
VWUD\ SDSHUV DQG ERRNV , HYHQWXDOO\ DEDQGRQHG WKLV SURMHFW WR LQVWHDG ZULWH D




2I FRXUVH , WKHQ QHHGHG WR SXW DOO WKLV WDON LQWR VRPH HPSLULFDO ZDON DQG WKLV
HYHQWXDOO\WXUQHGLQWREXONRIWKLVSDJHUHVHDUFK$OWKRXJKP\LQLWLDOLQWHQWLRQ
ZDV WR VWXG\ WKH HIIHFWV RI WKH*UHDW 5HFHVVLRQ RQPHPEHU VWDWHV· WUDGH SRVLWLRQV
VRPHLQLWLDOUHVHDUFKFRQYLQFHGPHWKDWWKLVZDVXQWHQDEOHEHFDXVHWKHUHZDVVLPSO\
WRR OLWWOH PDWHULDO RXW WKHUH WR EXLOG IURP LQ RUGHU WR FRQVWUXFW VXFK D ¶G\QDPLF·
VWXG\ZLWKDFOHDUORQJLWXGLQDOGLPHQVLRQ,QIOXHQFHGDOVRE\WKHDQDO\WLFDOWUDGLWLRQ
LQ WKH SKLORVRSK\ RI VRFLDO VFLHQFH DQG LWV FDOO IRU KROLVWLF H[SODQDWRU\ UHVHDUFK ,
GHFLGHG WR LQVWHDG RSW IRU DPRUH GHWDLOHG DQG HQFRPSDVVLQJ LQYHVWLJDWLRQ RI WKH
SRVLWLRQVRIFHUWDLQFRXQWULHVRQVSHFLILF(8WUDGHSROLFLHV)RUUHDVRQVWKDW,OD\RXW







EH WU\LQJ WR VROYH , WKHQ PRYH RQ WR P\ PHWKRGRORJLFDO FKDSWHU KRZ ZLOO ,
LQYHVWLJDWHZKDW" ,ZLOOGLVFXVV LQGHWDLO WKHPHWKRG , KDYH WULHG WR RSHUDWLRQDOL]H
DQG DSSO\ PHFKDQLVWLF SURFHVV WUDFLQJ DV ZHOO DV VRPH RI WKH PHWDWKHRUHWLFDO
IRXQGDWLRQV WKDW XQGHUOLH P\ FKRLFH IRU H[SODQDWRU\ ZLWKLQFDVH DQDO\VHV 1H[W ,











RI WKHVH GRVVLHUV ORRN OLNH" 7KH UHVW RI WKH 3K' FRQVLVWV RI GHWDLOHG HPSLULFDO
LQYHVWLJDWLRQVRIWKHVWDWHV·SRVLWLRQVLQWKHVHWZRFDVHV7KLVEUHDNVGRZQLQWRWKUHH
FKDSWHUV SHU FRXQWU\ D FRQWH[WXDO EDFNJURXQG FKDSWHU ZKHUH , ORRN DW VRPH
WKHRUHWLFDOO\UHOHYDQWDVSHFWVRIWKHFRXQWULHVXQGHUVFUXWLQ\DQH[SODQDWRU\FKDSWHU
RQ&(7$ DQGDQH[SODQDWRU\FKDSWHURQVRODUGXPSLQJ(DFKRI WKHFRXQWU\FDVH
FKDSWHUV IXUWKHU VXEGLYLGHV LQWR WZR IRU VRODU DQG WKUHH IRU &(7$PHFKDQLVP
VSHFLILF DQDO\VHV ZKLFK DUH WKHQ UHDVVHPEOHG LQWR RYHUODSSLQJ FRXQWU\FDVH
FRQFOXVLRQV
7KHILQDOFKDSWHUFRPSDUHVDFURVVFDVHVDQGFRXQWULHVLQRUGHUWRGUDZPRUHJHQHUDO
FRQFOXVLRQV DERXW WKH SROLWLFV RI WUDGH LQ %HOJLXP DQG WKH 1HWKHUODQGV ZKLOH
IRUPXODWLQJVRPHVSHFXODWLYH OHVVRQVIRU WKH WKHRULHVRI WUDGH WKDW,EXLOWRQ ,DOVR
HYDOXDWHWKHH[WHQWWRZKLFKP\ILQDOSURGXFWOLYHGXSWRWKHH[SHFWDWLRQVUDLVHGLQ
WKH ILUVW FKDSWHU DQGDVVHVVHV ¶DIWHU WKH IDFWV· WKHYDOXHDGGHGRIP\IRFXVRQ WKH






5HDGHUV WKDW DUH DOUHDG\ FRQYLQFHG RI WKH SULPD IDFLH PHULW RI ORRNLQJ DW WKH
GRPHVWLF SROLWLFV RI (8 WUDGH SROLF\ FDQ VNLSPRVW RI WKH VHFRQG FKDSWHUPRYLQJ
GLUHFWO\WRZKHUH,GLVFXVVP\RZQFRQWULEXWLRQDQGP\FDVHVHOHFWLRQ
5HDGHUVWKDWDUHDOUHDG\FRQYLQFHGRIWKHPHULWVRIH[SODQDWRU\FDVHVWXGLHVDQGWKH
SRWHQWLDO FRQWULEXWLRQ RIPHFKDQLVWLF SURFHVV WUDFLQJ WR SHUIRUPLQJ VXFK DQDO\VHV
PD\MXPSWRZKHUH,DJDLQVXPPDUL]HKRZWKHUHVWRIP\WH[WZLOOGHYHORS
,QFKDSWHUIRXUP\WUHDWPHQWRIWKHSROLWLFVRIWUDGHOLWHUDWXUHLVYHU\¶PDLQVWUHDP·




,Q WKHHPSLULFDOVHFWLRQRI WKH3K' VRPHRI WKH FKDSWHUVDUHPRUHFRQWH[WXDODQG
FDQ EH VNLSSHG E\ UHDGHUV WKDW DOUHDG\ KDYH DQ DIILQLW\ ZLWK WKH VXEMHFW 7KLV
LQFOXGHVWKHLQWURGXFWRU\FKDSWHUVRQWKHVRODUSDQHOFDVHDQG&(7$DOORIFKDSWHU
ILYHDQGWKHLQWURGXFWRU\VHFWLRQVRQWKHSROLWLFVDQGHFRQRPLFVRIWKH1HWKHUODQGV
DQG%HOJLXPFKDSWHUV VL[DQGQLQH ,RIWHQUHIHU WRWKHVHVHFWLRQV ODWHU LQ WKHWH[W
EXWDOZD\VZLWKDYHU\EULHIVXPPDU\RIWKHFRUHHOHPHQWV
,QVLGH WKH FDVHFRXQWU\ DQDO\VHV VRPH VHFWLRQV DUH GHWDLOHG HPSLULFDO DQDO\VHV RI




WKHVHSDVVDJHVLVQRWDOZD\VFUXFLDO WR WKHXQGHUVWDQGLQJRI WKHFDVH7KLV LQFOXGHV




, KDYH WULHG WR LQFOXGH PDQ\ FRPSOHPHQWDU\ VXPPDULHV WKURXJKRXW WKH WH[W LQ
DGGLWLRQWRJUDSKVWLPHOLQHVDQGWDEOHVWKDWSUHVHQWRYHUYLHZVRIWKHSRVLWLRQVWKH
VHTXHQFH RI HYHQWV DQG WKH HYLGHQFH ,·YH FROOHFWHG 7KH UHDGHU PD\ EHQHILW IURP
WDNLQJWKHVHRXWDQGXVLQJWKHPDVURDGPDSVWKURXJKRXWWKHUHVWRIWKHWH[W
)LQDOO\DQRWHRQP\XVHRITXRWDWLRQV












VWXGLHV KDYH EHHQ GHYRWHG WR WKH G\QDPLFV RI SUHIHUHQFH IRUPDWLRQ ZLWKLQ WKH
PHPEHUVWDWHV7KHUHDUHQRVWXGLHVWKDWV\VWHPDWLFDOO\WUDFHSRVLWLRQVRI(8PHPEHU
VWDWHVRQWUDGHLVVXHVRYHUWKH\HDUVDQGZHNQRZOLWWOHRIQDWLRQDOGHFLVLRQPDNLQJ
(YHQ EDVLF LQIRUPDWLRQ RQ JRYHUQPHQWDO SURFHGXUHV LV ODFNLQJ QRU GR ZH NQRZ
PXFK DERXW WKH DFWLRQV DQG YLHZSRLQWV RI GRPHVWLF SROLWLFDO RU VRFLHWDO DFWRUV
)XUWKHUPRUHRQO\DKDQGIXORIDXWKRUVWU\WRH[SODLQZK\FRXQWU\$WRRNSRVLWLRQ;






7UDGH SROLF\ KDV EHHQ DQ H[FOXVLYH VXSUDQDWLRQDO FRPSHWHQFH RI WKH (8 VLQFH WKH
7UHDW\ RI 5RPH EXW WKH H[DFW FRPSRVLWLRQ RI WKLV FRPSHWHQFH KDV DOWHUHG DQG




OLQH ZLWK WKH HYROYLQJ UHDOLW\ RI WKH LQWHUQDWLRQDO WUDGH DJHQGD 6LQFH WKH /LVERQ
7UHDW\RIWKH(8KDVEHFRPHIRUPDOO\FRPSHWHQWIRUDOOLVVXHVGLVFXVVHGGXULQJ
FRQWHPSRUDU\ FRPPHUFLDO QHJRWLDWLRQV LQFOXGLQJ WUDGH LQ VHUYLFHV IRUHLJQ GLUHFW
LQYHVWPHQWDQGWKHWUDGHUHODWHGDVSHFWVRILQWHOOHFWXDOSURSHUW\ULJKWV,35
$SDUWIURPQHJRWLDWLQJDWWKHELDQGPXOWLODWHUDOOHYHOWKH(8KDVDOVRGHYHORSHGD
QXPEHU RI XQLODWHUDO LQVWUXPHQWV 7KLV LQFOXGHV D QXPEHU RI SUHIHUHQWLDO WUDGH
RSHQLQJV JUDQWHG VRPHWLPHV FRQGLWLRQDOO\ WR GHYHORSLQJ VWDWHV VXFK DV WKH VR
FDOOHG ¶JHQHUDOL]HG V\VWHP RI SUHIHUHQFHV· *63 DQG WKH (YHU\WKLQJ %XW $UPV
SURYLVLRQV7KHVHLQVWUXPHQWVZLOOQRWEHIXUWKHUGLVFXVVHGLQWKLV3K',ZLOOLQVWHDG
IRFXV RQ DQRWKHU VHW RI XQLODWHUDO PHDVXUHV WUDGH GHIHQFHV $QWLGXPSLQJ DQWL














WUDGH OLEHUDOL]DWLRQ QHJRWLDWHG ZLWKLQ WKH :RUOG 7UDGH 2UJDQL]DWLRQ :72
+RZHYHU WKLV VWUDWHJ\ IDOWHUHG DV WKH ¶'RKD URXQG· RI PXOWLODWHUDO WDONV HQWHUHG
GHDGORFN
7KH (8 WKHUHIRUH WXUQHG WRZDUGV ELODWHUDO DJUHHPHQWV ZLWK RWKHU FRXQWULHV DQG
UHJLRQVZKLOHIXUWKHUGLVFXVVLQJ ¶SOXULODWHUDO·WUHDWLHVRQPRUHQDUURZO\GHOLQHDWHG
WRSLFV HJ SURFXUHPHQW VHUYLFHV HQYLURQPHQWDO JRRGV :KHUHDV LQ WKH GHFDGHV
EHIRUHWKHV WKH(8·VELODWHUDOWUDGHDJUHHPHQWVZHUHIRFXVHGHLWKHURQIRUPHU
FRORQLHV FDQGLGDWH PHPEHU FRXQWULHV RU WKH QHDU DEURDG DQG ZHUH KHQFH UDWKHU
IRUHLJQ SROLF\ WKDQ FRPPHUFLDO LQVWUXPHQWV VLQFH WKH  *OREDO (XURSH
FRPPXQLFDWLRQ WKH (8 KDV SXW ELODWHUDO WUDGH GHDOV H[SOLFLWO\ DW WKH VHUYLFH RI LWV
FRPPHUFLDODQGZLGHUHFRQRPLFLQWHUHVWV
7KLV OHG WR WKH RSHQLQJ RI QHJRWLDWLRQV ZLWK WKH $VVRFLDWLRQ RI 6RXWKHDVW $VLDQ
1DWLRQV$6($1,QGLDDQG6RXWK.RUHDLQ7KHODWWHUZDVVLJQHGLQDQG
EHFDPH WKH ILUVW HYHU IUHH WUDGH DJUHHPHQW EHWZHHQ WKH (8 DQG DQ LQGXVWULDOLVHG
FRXQWU\%ROOHQ'H9LOOH	2UELH2WKHUUHFHQWDFFRUGVLQFOXGH(86LQJDSRUH
FRQFOXGHGLQ(89LHWQDPFRQFOXGHGLQ(8-DSDQVWDUWHGLQWKH
7UDQVDWODQWLF 7UDGH DQG ,QYHVWPHQW 3DUWQHUVKLS 77,3 ZLWK WKH 8QLWHG 6WDWHV
VWDUWHG LQ  EXW QRZ RQ KROG DQG WKH &RPSUHKHQVLYH (FRQRPLF DQG 7UDGH
$JUHHPHQWV &(7$ZLWK &DQDGD VLJQHG LQ  $VZLOO EH GLVFXVVHG LQPRUH
GHWDLOLQODWHUVHFWLRQVWKHVHWUHDWLHVKDYHDOOEHHQ¶QHZJHQHUDWLRQ·DJUHHPHQWVWKH\
ZHQWEH\RQGWKHROGHPSKDVLVRQWDULIIVLQJRRGVDQGKDYHLQFOXGHGLWHPVVXFKDV
VHUYLFHV LQWHOOHFWXDO SURSHUW\ ULJKWV LQYHVWPHQW SURWHFWLRQ DQG UHJXODWRU\
FRRSHUDWLRQ
 
6LQFH WKH 7UHDW\ RI /LVERQ  WKH SURFHGXUH IRU LQLWLDWLQJ QHJRWLDWLQJ DQG
UDWLI\LQJWUDGHWUHDWLHVJRHVDVIROORZV,IWKH&RPPLVVLRQPRUHVSHFLILFDOO\LWVWUDGH
SROLF\GLUHFWRUDWH'*7UDGHEHOLHYHVWKHUHPD\EHSRWHQWLDOIRUDQDJUHHPHQWZLWKD
WKLUG FRXQWU\ LW ILUVW SHUIRUPV D SXEOLF FRQVXOWDWLRQ DQG D ¶VFRSLQJ H[HUFLVH·
LQIRUPDOWDONVZLWKWKHDVSLULQJWUDGHSDUWQHUVDERXWWKHSRWHQWLDOFRQWHQWVRIDIUHH
WUDGH DJUHHPHQW )7$ ,I WKHVH WDONV DSSHDU VDWLVIDFWRU\ WKH &RPPLVVLRQ WKHQ
UHFRPPHQGVWKH&RXQFLOWRRSHQXSQHJRWLDWLRQV,W·VXSWRWKH&RXQFLOWRDSSURYH
WKLV PRYH DQG WR DGRSW D PRUH GHWDLOHG QHJRWLDWLQJ PDQGDWH WR ZKLFK WKH
&RPPLVVLRQ PXVW DGKHUH 7KH QHJRWLDWLRQV WKHPVHOYHV DUH FRQGXFWHG E\ WKH
&RPPLVVLRQ ZKLFK KRZHYHU VWLOO QHHGV WR UHJXODUO\ UHSRUW WR WKH ¶7UDGH 3ROLF\
&RPPLWWHH·73&RIWKH&RXQFLOZKLFKFRQYHQHVLQ%UXVVHOVHYHU\ZHHNDVZHOODV









WKH XSGDWHG WUHDW\ 7KH &RXQFLO WKHQ KDV GR VLJQ WKH GHDO HLWKHU ZLWK TXDOLILHG
PDMRULW\RUXQDQLPRXVO\GHSHQGLQJRQWKHLVVXHVLQFOXGHGLQWKHDFFRUG1H[WWKH
(3QHHGVWRJLYHLWV¶FRQVHQW·ZKLFKLVWKHILQDOVWHSXQOHVVLW·VD¶PL[HG·DJUHHPHQW
LI WKHUH DUH SURYLVLRQV WKDW DUH VWLOO WKH VKDUHG FRPSHWHQFH RI WKHPHPEHU VWDWHV
WKHQ DOO LQGLYLGXDO &RXQFLO PHPEHUV QHHG WR UDWLI\ WKH WUHDW\ DFFRUGLQJ WR WKHLU
QDWLRQDO SURFHGXUHV RIWHQ LQYROYLQJ SDUOLDPHQWDU\ DSSURYDO ,I VXFK QDWLRQDO
SURFHGXUHVZKLFKFDQWDNHDORQJZKLOHWRFRPSOHWHDUHQHFHVVDU\WKHGHDOPD\VWLOO
EHSURYLVLRQDOO\ DSSOLHG DOORZLQJPRVW HOHPHQWV WR DOUHDG\ FRPH LQWR IRUFHZKLOH
UDWLILFDWLRQLVSHQGLQJLELG
 
$SDUW IURP WKH PDLQO\ ¶OLEHUDOLVLQJ· PXOWLODWHUDO DQG ELODWHUDO WUDGH SROLF\
GLPHQVLRQVWKH(8FDQWDNHPRUH¶SURWHFWLRQLVW·WUDGHGHIHQVHPHDVXUHVWKURXJKWKH
XQLODWHUDO GLPHQVLRQ+HUH WKH&RPPLVVLRQ FDQSURSRVH WR WDNH FHUWDLQSURWHFWLYH
PHDVXUHVRIZKLFKDQWLGXPSLQJPHDVXUHVDUHWKHPRVWLPSRUWDQWWKDWKDYHWREH
DGRSWHG E\ WKH PHPEHU VWDWHV LQ WKH &RXQFLO 7KH (8 KDV EHHQ RQH RI WKH PRVW
DUGHQW XVHUV RI WKHVH GHIHQVHV $OWKRXJK WKH FRXQW RI DQWLGXPSLQJ PHDVXUHV LQ
IRUFH GHFOLQHG WR KLVWRULF ORZV EHIRUH WKH FULVLV RI  WKH DPRXQW RI LQGXVWULHV
SURGXFWV DQG LPSRUW YDOXH FRYHUHGKDGEHHQ VWHDGLO\JURZLQJ VLQFH  DQG WKH
(8UHPDLQHGRQHRIWKHWRSXVHUVRIDQWLGXPSLQJDQGDQWLVXEVLG\PHDVXUHV,WV
PRVWLPSRUWDQWWDUJHWKDVEHHQ&KLQD9DQGHQEXVVFKHDQG9LHJHODKQ
,Q UHFHQW \HDUV WKHUH KDV EHHQ FRQWURYHUV\ RQ WKH OHJLVODWLYH IURQW ,Q  WKH
&RPPLVVLRQODXQFKHGDSURSRVDOWR ¶PRGHUQL]H·WUDGHGHIHQVHVZKLFKZRXOGKDYH
LQWHUDOLDOLPLWHGWKHDSSOLFDWLRQRIWKHOHVVHUGXW\UXOHWKH(8·VSROLF\RILPSRVLQJ
GXWLHV VROHO\ WR UHPRYH WKH LQMXU\ FDXVHG E\ GXPSLQJ LH QRW LQFOXGLQJ DQ\
¶SXQLWLYH· WDULIIV7KLVUDWKHUGHIHQVLYHDWWHPSWHG UHIRUPZDVPRWLYDWHGDW OHDVW LQ
SDUWE\WKHFRQWHQWLRXVVRODUSDQHOFDVHGLVFXVVHGLQGHWDLOLQFKDSWHUILYHDQGRWKHU
VLPPHULQJ DQWLGXPSLQJ GLVSXWHV ZLWK &KLQD %ROOHQ 'H 9LOOH 	 2UELH 





FRQVLGHUHG PRUH ¶SURWHFWLRQLVW· WKDQ '* 7UDGH·V LGHRORJLFDO DYHUDJH DQG KDV D
WHQGHQF\WRVLGHZLWKWKHSURGXFHUVUHTXHVWLQJSURWHFWLRQ<RXQJ	3HWHUVRQ
7KHUXOHVXQGHUZKLFKDQWLGXPSLQJSROLFLHVFDQEHDGRSWHGKDYHJUDGXDOO\EHFRPH
PRUH ¶SHUPLVVLYH· 7KH ILUVW UHIRUP ZDV HQDFWHG LQ  ZKHQ WKH WKUHVKROG IRU
DGRSWLQJDQWLGXPSLQJPHDVXUHVZDVUHGXFHGIURPDTXDOLILHGWRDVLPSOHPDMRULW\








SURSRVDO PHDQLQJ DEVWHQWLRQV ZHUH FRXQWHG LQ IDYRU RI GXWLHV )LQDOO\ WKH 
2PQLEXV 5HJXODWLRQ WKDW LPSOHPHQWHG WKH QHZ FRPLWRORJ\ UXOHV RI WKH /LVERQ
7UHDW\ IXUWKHU IDFLOLWDWHG WKH DGRSWLRQ RI GXWLHV 6LQFH WKHQ D SURSRVDO IURP WKH
&RPPLVVLRQFDQRQO\EHEORFNHGE\DTXDOLILHGPDMRULW\RIPHPEHUVWDWHV
5HJXODWLRQVUHODWHGWRWUDGHGHIHQVHVDUHGLVFXVVHGLQWKH&RXQFLO·V:RUNLQJ*URXS
RQ7UDGH4XHVWLRQV7KHGHEDWHV DQGYRWHVRYHU WKHDSSOLFDWLRQRI WUDGHGHIHQVLYH
PHDVXUHV SURSRVHG E\ WKH &RPPLVVLRQ DUH KHOG LQ D VHSDUDWH $QWL'XPSLQJ
&RPPLWWHH
 
,Q WKH UHVW RI WKLVV FKDSWHU ,ZLOO GHYHORS D FULWLFLVP RI WKH OLWHUDWXUH RQ WKH (8·V
WUDGHSROLF\(873ZKLFKKDVRFFDVLRQDOO\SRSSHGXSEHIRUHZLWKRXWLWHYHUUHDOO\








, ZLOO EHJLQ ZLWK DQ RYHUYLHZ RI WKH OLWHUDWXUH RQ (873 LWV HPSKDVLV JRDOV DQG
FODLPV LQ RUGHU WR VKRZ WKDW WKHUH LV D ODFN RI UHVHDUFK GHOYLQJ GHHSHU LQWR WKH
SUHIHUHQFHIRUPDWLRQSURFHVVHVRIWKHPHPEHUVWDWHV,WKHQGLVFXVVZK\WKLVODFNRI











DFFHVVLQJ WKH &RPPLVVLRQ DQG LQIOXHQFLQJ WKH SROLF\ SURFHVV 'U 	 'H %LqYUH
 DQG DW WKH UROH RI H[SRUWHUV LQ SXVKLQJ IRU FRPSHWLWLYH OLEHUDOL]DWLRQ 'U
E*DUFLDWKH\KDYHGHIHQGHG0HXQLHUDQGDWWDFNHG'UD
WKH LGHD WKDW VXSUDQDWLRQDOL]DWLRQ ZDV DLPHG DQG VXFFHHGV DW UHGXFLQJ SROLF\
FDSWXUHE\GRPHVWLFOREE\LVWVDQGWKH\LQYHVWLJDWHGWKHVXFFHVVIXOGHIHDWRIWKHDQWL
FRXQWHUIHLWLQJ WUDGH DJUHHPHQW E\ 1*2V 'U 	0DWHR  WKH ILJKW EHWZHHQ
LPSRUWGHIHQVLYH LQGXVWULHVDQGD OLEHUDOFRDOLWLRQLQWKHYDULRXV WH[WLOH ¶ZDUV·ZLWK






,QWHULQVWLWXWLRQDO ILJKWV KDYH DOVR UHFHLYHG DQ HQRUPRXV DPRXQW RI DWWHQWLRQ QRW
RQO\ LQ WKH VWXGLHV WKDW IRFXV RQ LW GLUHFWO\ EXW DOVR LQ PDQ\ RI WKH RWKHU SDSHUV
PHQWLRQHGKHUHDQLQWHUHVWLQZKLFK(8LQVWLWXWLRQKROGVWKHUHLQVSHUPHDWHVPRVW
RI WKH OLWHUDWXUH ([DPSOHV LQFOXGH WKH ZRUN RI 6RSKLH 0HXQLHU VHH 0HXQLHU 	
.DO\SVR 0HXQLHU   ZKLFK KDV ORRNHG LQ GHWDLO DW WKH ILJKWV RYHU
FRPSHWHQFHLQDJULFXOWXUHSURFXUHPHQWDQGDYLDWLRQDVZHOODWWKHPHPEHUVWDWHV·
UHVSRQVH WR WKH &RXUW·V  RSLQLRQ  ,Q WKH SDVW WHQ \HDUV DWWHQWLRQ KDV VKLIWHG





+HOGW E  WKH VFRSH IRU&RPPLVVLRQ FROOXVLRQDQG LQIRUPDOGHDOPDNLQJ
GXULQJ YDULRXV VWDJHV RI ELODWHUDO QHJRWLDWLRQV *DVWLQJHU  WKH LPSRUWDQFH RI
LQWUD&RPPLVVLRQ QHJRWLDWLRQV /DUVpQ  WKH JURZLQJ LPSRUWDQFH RI WKH (3
9DQ'HQ3XWWH'H9LOOH	2UELHDQG WKHHIIHFWVRI WKHHQODUJHPHQW²
ERWK RQ &RPPLVVLRQ DXWRQRP\ DV ZHOO DV WKH JURZLQJ FRQWURO RI ODUJH 0HPEHUV
6WDWHV (OVLJ  7KHVH DUWLFOHV VWXG\ WKH HIIHFWLYHQHVV RI YDULRXV RYHUVLJKW
PHFKDQLVPVXVHGE\WKH&RXQFLODVZHOODVWKH&RPPLVVLRQ·VDELOLW\WRJHW LWVZD\
WKURXJK LQIRUPDO GHDOPDNLQJ DJHQGDVHWWLQJ DQG FRQWURO RYHU WKH IORZ RI
LQIRUPDWLRQ'U	(OVLJ
$QRWKHU WKHPDWLF VWUDQG WKDW RYHUODSV FRQVLGHUDEO\ZLWK WKH VWXGLHV DERYH GHDOV
ZLWKWKH(8·VUHODWLRQVKLSZLWKWKLUGFRXQWULHV+HUHDXWKRUVORRNDWKRZ¶WKH(8·LV
XQDEOH WR VKDSH WKH LQWHUQDWLRQDO WUDGH V\VWHP DQG DW WKH ZD\ LW EHKDYHV LQ
PXOWLODWHUDODVZHOODVELODWHUDOYHQXHV'H%LqYUH	3ROHWWL<RXQJ$Q
RIIVSULQJ RI WKLV OLWHUDWXUH ZKLFK RIWHQ SRUWUD\V WKH (8 DV D VLQJOH WKRXJK
SRWHQWLDOO\¶FRQIOLFWHG·DFWRUDUHWKHKDQGIXORIZRUNVWKDWVHHNWRXQGHUVWDQGZKDW




FLWL]HQ JURXSV DQG WUDGH XQLRQV RYHU WKH *$76 DJUHHPHQW E\ LQYHVWLJDWLQJ KRZ
WKHVH JURXSV IUDPHG VHUYLFH OLEHUDOL]DWLRQ DV ZHOO DV WKH ZD\V LQ ZKLFK WKH
&RPPLVVLRQ LQ LWV RZQ FRPPXQLFDWLRQV UHVSRQGHG DQG UHPDLQHG ODUJHO\
XQUHVSRQVLYH WR WKHLU FRPSODLQWV 'H 9LOOH 	 2UELH 'H 9LOOH 	 2UELH 
VFUXWLQL]H WKHGLVFXUVLYHUHVSRQVHRI WKH&RPPLVVLRQWR WKHFULVLVDQGWKHZD\ WKH













0DQ\RI WKHDXWKRUV IURPWKHSUHYLRXVSDUDJUDSK LQWHUPLQJOH ZLWK ¶FULWLFDO· VRFLDO
VFLHQFH 7KLV ERG\ RI ZRUN KDV D SURQRXQFHG QRUPDWLYH OLQLQJ DOWKRXJK VRPH
DXWKRUV DUH FORVHU WKDQ RWKHUV WR WKH ¶UDGLFDO· HGJH RI WKH OLWHUDWXUH 2UELH 	
.HUUHPDQV  %DLOH\	 %RVVX\W  IRU H[DPSOH FULWLFL]H WKH LGHD WKDW WKH
&RPPLVVLRQ DQG '* 7UDGH LV WU\LQJ WR VSUHDG JOREDO GHYHORSPHQW DQG
HJDOLWDULDQLVPWKURXJKWUDGH,QWKHLUYLHZWKLVGLVFRXUVHLVMXVWDQREIXVFDWLRQRIWKH
QHROLEHUDODQGQHRFRORQLDOJRDOVRIWKH(8,QDVLPLODUYHLQ/XF\)RUGZRUNV
IURP WKH SHUVSHFWLYH RI JOREDO SROLWLFDO HFRORJ\ DQG QHR*UDPVFLDQ WKHRU\ WR SLFN
DSDUWWKHSRZHUUHODWLRQVDQGWKHGLVFRXUVHVWKDWH[SODLQWKHGRPLQDQFHRIQHROLEHUDO
RYHUVRFLDODQGHFRORJLFDOJRDO 6DLOLQJXQGHU\HWDQRWKHU IODJ0DUN/DQJDQ 
XVHV KLV ¶PRUDO HFRQRP\· IUDPHZRUN WR DWWDFN WKH GLVFUHSDQF\ EHWZHHQ WKH
(8·V VWDWHGJRDOV LQ LWVQHZJHQHUDWLRQRI WUDGHDJUHHPHQWVZLWK WKH0DJKUHEDQG
WKHGHWULPHQWDOHIIHFWVWKHVHGHDOVDUHOLNHO\WRKDYHRQKXPDQZHOOEHLQJHFRQRPLF
GHYHORSPHQW DQGPLJUDWLRQ IORZV7KH(8·VSXUVXLWRI WKLV ¶ORVHORVH· VFHQDULRKH






7KHUH LV VRPH PHULW LQ WKLV FULWLTXH EXW LW LV QRW WKH OLQH RI DUJXPHQW , ZLOO EH
GHYHORSLQJKHUH0\ERQHRIFRQWHQWLRQLVSULPDULO\VXEVWDQWLYHDOWKRXJK,EHOLHYHLW




SDLG WR WKH ¶VHFRQG JDPH· WKDW EHWZHHQ WKH ¶LQWHUQDWLRQDO QHJRWLDWRU· WKH
&RPPLVVLRQ DQG WKH &RXQFLO ,Q WKLV OLWHUDWXUH DQ LQWHUHVW LQ WKH SRVLWLRQV DQG
VXSHUILFLDOO\WKHSUHIHUHQFHVRILQGLYLGXDOVWDWHVLVFRQILQHGWRWKHH[WHQWWRZKLFK
KHWHURJHQHRXV LQWHUHVWV PD\ GLYLGH WKH FRXQFLO DQG WKH HIIHFWV WKLV KDV RQ WKH














KDQGIXO RI H[FHSWLRQV SULPDULO\ UHODWHG WR PHPEHU VWDWH&KLQD UHODWLRQV 6PLWK
 ,Q WKH LQWHUHVWJURXS OLWHUDWXUH WKHUH LVDQHDUO\H[FOXVLYH IRFXVRQ(8OHYHO




DQG WKH (8 LQVWLWXWLRQV RQ WUDGH SROLF\ 'LVFRXUVH VWXGLHV DUH DOPRVW VROHO\
FRQFHUQHG E\ WKH ODQJXDJH SURGXFHG E\ WKH &RPPLVVLRQ 7KH RQO\ DXWKRU , DP
DZDUHRIVWXG\LQJWKHUROHRIDUJXPHQWVIUDPHVDQGGHOLEHUDWLRQVDPRQJPHPEHU
VWDWHUHSUHVHQWDWLYHVLV$UQH1LHPDQQ+HIRFXVHVRQWKHLPSRUWDQFHRI
¶FRPPXQLFDWLYH DFWLRQ· LQ WKH WUDGH SROLF\ FRPPLWWHH DQG WKH  ¶FRQVWLWXWLRQDO
FRQYHQWLRQ·ORRNLQJDWKRZGHOLEHUDWLRQVVKDSHDQGDUHVKDSHGE\LQWHUDFWLRQVZLWK
WKH&RPPLVVLRQGRPHVWLFSROLWLFDOSUHVVXUHVDQGYDULRXVRWKHUYDULDEOHV OLNH WLPH
FRQVWUDLQWV 7KHDERYHLVDOVR WUXH IRU WKHFULWLFDO VWXGLHVZKLFKHLWKHU VWXG\ ¶WKH
(8· RU WKH&RPPLVVLRQ DQG LWV LQWHUQDO SROLWLFV$OWKRXJK RIWHQGUDZLQJ IURP WKH
QHR*UDPVFLDQ ZRUN E\ 5REHUW &R[ WKHLU DQDO\VHV RI WKH VRFLRHFRQRPLF DQG
LGHRORJLFDO VWUXFWXUHVGULYLQJ WKH(8·VSROLFLHV UHPDLQ VXSHUILFLDOO\ RULHQWHG DW WKH
(8 LQDJJUHJDWH1RDWWHQWLRQ LVJLYHQ WR WKHYDULHW\DQGSRWHQWLDOO\ FRQWUDGLFWRU\
WUDQVQDWLRQDOIRUFHVWDNLQJVKDSHDFURVVWKH(8
,QVXPPRVWUHVHDUFKFXUUHQWO\HLWKHULJQRUHVWKHSRVLWLRQVRIWKHPHPEHUVWDWHVRU




VXSSRUWHG E\ D VHULHV RI VPDOO VWDWHV· RU ¶WKHPDMRULW\ RIPHPEHU VWDWHV· ,Q RWKHU
ZRUGV WKH H[DFW FRPSRVLWLRQ RI WKH FRDOLWLRQV ZLWKLQ WKH &RXQFLO LV WUHDWHG DV D
QHJOLJLEOHSHUKDSVHYHQ¶UDQGRP·GHWDLO,QSDUWWKLVLVSUREDEO\DVLGHHIIHFWRIWKH
UHVHDUFK RULHQWDWLRQ RI LQVWLWXWLRQDOFRPSHWHQFH DQG SULQFLSDODJHQW VWXGLHV ZKDW
PDWWHUVLVWKH¶FDPSV·DQGWKHLUVL]HQRWWKHLUFRPSRVLWLRQ$SDUWIURPWKHGDQJHUV
VXFKYDJXHQHVVPD\SRVHIRU WKHSRZHURIWKHVHDQDO\VHV DVGLVFXVVHG LQ WKHQH[W
VHFWLRQ LW DOVR KDV WKH VLGHHIIHFW WKDW RXU FROOHFWLYH NQRZOHGJH RI PHPEHU VWDWH
SRVLWLRQV DFURVV LVVXHV DQGRYHU WLPH LV YHU\ IUDJPHQWHG0RUH LPSRUWDQWO\ HYHQ














FRQWHQWLRXV ZKLOH RWKHUV DUJXH WKDW GLVFXVVLRQ DUH FKDUDFWHUL]HG E\ JHQHUDOO\ SHDFHIXO ORJUROOLQJ FRPSDUH
1RUGVWURPWR(YHQHWW	9HUPXOVWDQG<RXQJ	3HWHUVRQ3DUWRIZK\ZHQHHGPRUHVWRFN





UHODWLRQ WR LVVXHV WKDW HYHQWXDOO\ PDGH LW WR WKH (XURSHDQ DJHQGD UHIOHFWLQJ WKH
WHQGHQF\ RI WKH OLWHUDWXUH WR IRFXV VROHO\ RQ SROLWLFL]HG LVVXHV $GULDHQVHQ 
6LPLODUO\ZHNQRZQH[W WRQRWKLQJDERXW WKHFRPPHUFLDOSROLFLHVRIVWDWHVSULRU WR
WKHLU DFFHVVLRQ WR WKH (8:DV WUDGH SROLF\ SROLWLFL]HG LQ 6ZHGHQ EHIRUH " ,Q
3RODQG" 3RUWXJDO":DV LW SDUW RI WKH GLVFXVVLRQ UHODWHG WR MRLQLQJ WKH (8 RU QRW"
.QRZLQJ WKHVH WKLQJV ZRXOG KHOS VKHG OLJKW RQ FRXQWULHV· UROHV DIWHU MRLQLQJ WKH
&RPPXQLW\ )LQDOO\ VWDWHPHQWV DERXW D FRXQWU\·V ¶RYHUDOO SURILOHH[SHFWHG
VWDQFHSUREDEOHSUHIHUHQFH·DUHRIWHQPDGHEDVHGRQRUDW OHDVWZLWKUHIHUHQFHWR
QRRUDYHU\OLPLWHGDPRXQWRIVRXUFHV




LIZHUHPHPEHU WKDW WKLV LVDQH[WUHPHO\ VLPSOLILHGKHXULVWLF$VZDVUHPDUNHGE\
0DUN*LOEHUW LQ KLV FULWLFLVPRI ¶LQWHJUDWLRQ· VWXGLHVPRUH JHQHUDOO\ ¶WKH SUREOHP LV
WKDWVWDWHVGRQRWPDNHWUHDWLHVWKHLUOHDGHUVGRS·¶)UDQFH·LVFRPSRVHGRID
SUHVLGHQW D SULPH PLQLVWHU PLQLVWHUV FDELQHWV EXUHDXFUDFLHV SDUOLDPHQWV
GLSORPDWVSROLWLFDOSDUWLHV HWF DOOSRSXODWHGE\SHRSOHZKRVHEHKDYLRU LQ WKHHQG
GHWHUPLQHVWRYDU\LQJGHJUHHVZKDWLVQRWVDLGLQWKH&RXQFLODQGWKH7UDGH3ROLF\
&RPPLWWHH,WLVDWRNHQRIWKHQDWXUHRI(873UHVHDUFKWKDWWKHUHLVDOPRVWQHYHUDQ\
PHQWLRQ RI JRYHUQPHQWV SDUWLHV WKH LGHRORJLFDO RULHQWDWLRQ RI WKH QDWLRQDO
H[HFXWLYH RU DQ\ RWKHU DFWRU EHORZ WKH ¶6WDWH·  OHW DORQH ¶7RQ\ %ODLU· ¶)RJ
5DVPXVVHQ·RU ¶*LDQFDUQR*DODQ·7KHVHDEVWUDFWHQWLWLHVDUHSUHVHQWHGDV WKLQNLQJ
FDOFXODWLQJ ¶DFWRUV· ZLWK REVHUYDEOH LQWHUHVWV WKDW WKH\ UHVSRQG WR LQ SUHGLFWDEOH
ZD\V , WKLQNWKLVFDQDW WLPHVEHDXVHIXOVKRUWFXWEXW LWZLOODOZD\VREVFXUHWKH
IDFWWKDWZKDW¶)UDQFH·ZDQWVWKLQNVDQGGRHVLVFRQWHVWHGDOVRLQWHUQDOO\DQGWKXV
FKDQJHVRYHUWLPHDQGDFURVVLVVXHV
7KLV FRQFHSWXDO FKDUDFWHULVWLF RI (873 DJDLQ OHDGV WR ¶GDWD LVVXHV· ZH ODFN EDVLF
LQIRUPDWLRQ DERXW GRPHVWLF GHFLVLRQPDNLQJ VWUXFWXUHV :H GR QRW NQRZ ZKDW
PLQLVWULHV ZHUH LQYROYHG ZKDW FRPPLWWHHV WKHUH DUH KRZ LQWHUQDO GLVSXWHV DUH
VHWWOHGZKDWSURFHGXUHVWKHUHDUHIRUFRQVXOWLQJZLWKLQWHUHVWJURXSVZKDWNLQGRI
SHUVRQQHO HFRQRPLVWV ODZ\HUV GLSORPDWV « KDQGOHV WUDGH SROLFLHV ZKHWKHU
SDUOLDPHQWSOD\VD UROH«RUKRZDQ\RI WKLVKDV FKDQJHGRYHU WKH\HDUV'LJJLQJ
WKURXJK WKH OLWHUDWXUH \LHOGV VRPH LQIR )UDQFH *HUPDQ\ DQG WKH 8. %XW HYHQ
LQIRUPDWLRQ DERXW WKH ELJ WKUHH LV IUDJPHQWHG RIWHQ YDJXH DQG VFDWWHUHG DFURVV
YDULRXV DJHLQJ VRXUFHV $VEHHN %UXVVH  )DONH  +D\HV  +LVFR[
E0LOQHU

$V$GULDHQVHQSFRUUHFWO\SRLQWVRXW WKLVFDQ LQ LWVHOIEHYHU\SUREOHPDWLFVLQFHZH·UHEXLOGLQJRXU
WKHRULHVRQDVHWRIFDVHVZKLFKPD\QRWEHUHSUHVHQWDWLYHIRUWKHEXONRISROLF\LVVXHV
)RULQVWDQFHWKH¶FROOXVLYHGHOHJDWLRQ·DUJXPHQWORVHVVRPHPRUHVWHDPRQFHZHUHDOL]HWKDWDPDMRULW\RIVWDWHV
















VWXGLHV ZKHUH ZH VKRXOG RQO\ IRFXV RQ WKH ORFDO GLVFXUVLYH VWUXJJOHV EHWZHHQ










EHHQ YHQWHG E\ $ORQV  $GULDHQVHQ  'U 	 =LPPHUPDQ  DQG
HVSHFLDOO\<RXQJD7KHVHDXWKRUVKDYHDOOFDOOHGIRUPRUHVWXGLHVRILQGLYLGXDO







7KH VWUXFWXUH RI WKLV SDUW LV DV IROORZV , ZLOOPDNH WKH DUJXPHQW WKDWZH QHHG WR
VWXG\ WKH SRVLWLRQV DQG SUHIHUHQFHV RI WKH PHPEHU VWDWHV DQG WKH ZLGHU
VRFLRHFRQRPLF DQG SROLWLFDO GHYHORSPHQWV GULYLQJ WKHP E\ DGGUHVVLQJ WZR
UHMRLQGHUVWKDWZRXOGLQIDFWPDNHVXFKDSURMHFWVXSHUIOXRXVIURPWKHVWDQGSRLQWRI
(873,ZLOOILUVWRIDOOVKRZWKDWWKHPHPEHUVWDWHVVWLOOPDWWHULQWKHIRUPDWLRQRI
WUDGH SROLF\ DQG VHFRQGO\ WKDW WKHLU SUHIHUHQFHV DUH QHLWKHU VWDEOH QRU XQLIRUP ,I




WKHGLUHFWLRQRI(XURSHDQ WUDGHSROLF\ DQGLIZHFRXOGDVVXPH WKLV VWDWHRIDIIDLUV
ZLOOFRQWLQXHLQGHILQLWHO\VHHLQIUD
6RPH \HDUV DJR RQH FRXQWHUDUJXPHQW WR WKLV FODLPZDV RIIHUHG E\ WKH HQGXULQJ
DXWRQRP\RIPHPEHUVWDWHVLQWKHLUXVHRIFHUWDLQWUDGHLQVWUXPHQWV8QWLOWKHHDUO\
WRPLGQLQHWLHVVWDWHVZHUHDEOHWRZLHOGDYDULHW\RIWUDGLWLRQDOWUDGHEDUULHUVWRFR




ZLJJOH URRP YDQLVKHG ZKHQ WKHVH WRROV ZHUH JUDGXDOO\ ¶FRPPXQLWDUL]HG· ² ZLWK
QDWLRQDO SURWHFWLRQV RIWHQ EHLQJ UHSURGXFHG DW WKH &RPPXQLW\ OHYHO 0HVVHUOLQ
  $V WKH LQWHUQDWLRQDO WUDGH DJHQGD VXEVHTXHQWO\ PRYHG RQ WR ¶QHZ· WUDGH
LVVXHVRWKHUDUHDVRIPHPEHUVWDWHDXWRQRP\EHFDPHSROLWLFL]HGWKHLUFRQWURORYHU
WKH LQWHUQDWLRQDO WUDGH LQ VHUYLFHV SXEOLF SURFXUHPHQW DQG WKH ZLGH YDULHW\ RI
GRPHVWLFUHJXODWRU\EDUULHUVWKDWVWDUWHGVKRZLQJXSLQWKHFURVVKDLUVRI¶GHHSWUDGH·
OLEHUDOL]DWLRQ 0HPEHU VWDWH DXWRQRP\ LQ WKHVH GRPDLQV ZDV ZLHOGHG ILUVW DQG
IRUHPRVW E\ GHFLGLQJZKHWKHU RU QRW WR VXSSRUW VXSUDQDWLRQDOL]DWLRQ EXWZDV IRU
H[DPSOH DOVR H[HUFLVHG E\ WKHLU FRQFOXVLRQ WR WKH GLVPD\ RI WKH &RPPLVVLRQ RI
ELODWHUDOGHDOVRQDYLDWLRQVHUYLFHVZLWKWKH860HXQLHU(YHQWXDOO\KRZHYHU
FRQWURORYHU WKHVHGRPDLQVZDVFHGHG WR WKH(8DOWKRXJK WKHGHEDWHVRYHUPL[LW\




UHJXODWRU\ EDUULHUV WKDW GHWHUPLQH DFWXDO LPSRUW FRVWV )RU H[DPSOH %RXUGHW 	
3HUVVRQ ORRNDWWDULIIHTXLYDOHQWVRIFXVWRPVSURFHGXUHVXVLQJFDOFXODWLRQV
EDVHG RQ WKH :RUOG %DQN·V ¶'RLQJ %XVLQHVV· GDWDEDVH WR LOOXVWUDWH WKDW WKLUG
FRXQWULHV IDFH VWURQJO\ GLYHUJHQW FXVWRPV UHJLPHV DFURVV PHPEHU VWDWHV ZLWK
SRWHQWLDOO\VXEVWDQWLDOWUDGHHIIHFWV6HFRQGO\PHPEHUVWDWHVFDQDOVRXVH(XURSHDQ
SROLFLHV WR REWDLQ WKHLU RZQ FRXQWU\VSHFLILF WUDGLQJ UHJLPH $IWHU VWXG\LQJ
IOXFWXDWLRQVLQ¶GHIDFWRWDULIIV·(KUOLFK(KUOLFKFRQFOXGHVWKDW´LQGLYLGXDO(8
FRXQWULHV PDLQWDLQ VXIILFLHQW FRQWURO RYHU WKHLU WUDGH SROLFLHV >DQG@ WKDW WKH SROLWLFV DQG
HFRQRPLFVZLWKLQWKHLQGLYLGXDOFRXQWULHVVWLOOLQIOXHQFHWKHVHWWLQJRIWKDWSROLF\LQPXFKWKH
VDPHZD\ DV WKH\ GR LQ RWKHU FRXQWULHV S µ 'LYLGLQJ SHU FRXQWU\ WKHYDOXH RI
FXVWRPVUHYHQXHE\WKHYDOXHRIWRWDOLPSRUWVKHVKRZVWKDWVRPHFRXQWULHVLPSRUW
PRUH KLJKWDULII JRRGV WKDQ RWKHUV DQG WKXV WKDW WKH SURWHFWLRQ RIIHUHG E\ WKHVH
EDUULHUVGLIIHUVDFURVVPHPEHUVWDWHV +HDWWULEXWHVWKLVWRPHPEHUVWDWHV·GLIIHULQJ
GHVLUHVIRURSHQQHVVDFURVVVHFWRUV$OWKRXJKKLVGDWDUDQJHIURPXQWLO
WKHUH LV OLWWOH UHDVRQ WR DVVXPH WKDW WKH G\QDPLF KH SXWV IRUZDUG LV QRZ ZKROO\






ZD\V QRW OHDVW EHFDXVH LW ZLOO RI FRXUVH LPSDFW WKH H[SRUW SHUIRUPDQFH RI HYHU\
FRXQWU\LQGLIIHUHQWZD\V%LODWHUDOHFRQRPLFGLSORPDF\FDQIRUH[DPSOHEHUHOHYDQW
LQ UHODWLRQ WR DQWLVXEVLG\ DQG DQWLGXPSLQJ LQYHVWLJDWLRQV E\ QRQ(8 FRXQWULHV











IURP DQ ¶(8 VWXGLHV· VWDQGSRLQW LV WKDW WKH SRVLWLRQV RI WKHPHPEHU VWDWHV ERWK
LQGLYLGXDOO\DQGDVDJJUHJDWHGE\WKH&RXQFLOVKDSH(8SROLFLHV$ORQV7KH\
KDYH WR DJUHH LQWHU DOLD RQ QHJRWLDWLQJPDQGDWHV UDWLI\ DJUHHPHQWV DQG FRQGRQH
WUDGHGHIHQVLYHPHDVXUHVZKLOHDOVRSOD\LQJDQ LPSRUWDQW UROH LQ WKH FRQVWUXFWLRQ
WKURXJK(8ODZVDQGWUHDWLHVRI WKHRYHUDUFKLQJWUDGHSROLF\ IUDPHZRUN +HQFH
HYHQDQDO\VWVWKDWDUHRQO\LQWHUHVWHGLQ(8OHYHOG\QDPLFVKDYHWRGHDOZLWKWKHIDFW
WKDW VHYHUDO RI WKHVH (XURSHDQ DFWRUV WKH &RXQFLO EXW DOVR WKH (3 WKH (XURSHDQ









5HYLHZLQJ GHEDWHV LQ WKH V 3DWULFN 0HVVHUOLQ  DUJXHG WKDW ERWK WKH
¶IRUWUHVV· DV ZHOO DV WKH ¶OLEHUDO SRZHU· (XURSH VWRULHV ZHUH PLVJXLGHG WKH (8·V
RSHQQHVVUHPDLQHGODUJHO\VWDEOHLQSDUWEHFDXVHSURWHFWLRQVXSKHOGE\WKHPHPEHU
VWDWHVZHUH¶FRPPXQLWDUL]HG·'LVVROXWLRQRIGRPHVWLFSROLFLHVZDVFRPSHQVDWHGIRU
E\ FRPPXQLW\OHYHO PHDVXUHV 7KLV GLG QRW PHDQ KRZHYHU WKDW PHPEHU VWDWH
SRVLWLRQVFRQYHUJHGZLWKUHJDUGVWRWKHHIIHFWVDQGSROLWLFVRIWUDGHSROLF\ ¶PHPEHU
VWDWHJRDOVDQGVWUDWHJLHVLQWUDGHSROLF\WKXVZLOOFRQWLQXHWRGLIIHU²SHUKDSVPRUHWKDQHYHU
EHFDXVH VLPLODU HIIHFWV RQ PHPEHU VWDWH HFRQRPLHV FDQ QR ORQJHU EH DFKLHYHG E\ D
GLIIHUHQWLDWHGXVHRIWUDGHLQVWUXPHQWV·$QDORJRXVWRWKHDV\PPHWULFHIIHFWVRI
WKH(&%·VPRQHWDU\SROLFLHV(XURSHDQWUDGHSROLF\FDQKDYHGLIIHUHQWHIIHFWVRQHDFK
PHPEHU VWDWH DQG DFURVV WLPH DQG VHFWRUV DQG WKLV OHDGV WR KHWHURJHQHRXV DQG
SRWHQWLDOO\FRQIOLFWLQJSROLF\SUHIHUHQFHVDWWKH(8OHYHO
,QUHFHQW\HDUVVXFKWHQVLRQVKDYHEHHQPRVWYLVLEOHLQWUDGHUHODWLRQVZLWK$VLD,Q
D UHFHQW ERRN 'H 9LOOH 	 9HUPHLUHQ  VKRZ KRZ WKH  ULVH RI &KLQD LQ
FRPELQDWLRQZLWK(8·VH[FKDQJHUDWHDQGWUDGHSROLFLHVKDGGLYHUJLQJHIIHFWVRQWKH
HFRQRPLF DQG WUDGHSHUIRUPDQFHV RI WKH YDULRXV IRUPV RI FDSLWDOLVP HPEHGGHG LQ
WKH (8 $V KDV EHHQ DUJXHG E\ YDULRXV DXWKRUV &RPLQR  (FNKDUGW 
+HURQ  WKLV GLYHUJHQFH VXEVHTXHQWO\ OHG WR YDULRXV WUDGH ¶ZDUV· RI WKH SDVW
GHFDGHPRVWO\RYHUSROLFLHV WDUJHWLQJ&KLQD7KHDV\PPHWULFHIIHFWVRI(DVW$VLD·V









ZHUH SDUWLFXODUO\ ILHUFH RYHU ¶ROG· LQGXVWULHV OLNH WH[WLOHV DQG FORWKLQJ WKHUH LV DV
+HURQQRWHV QRQHHG WRDVVXPHWKDW WKHVH ILJKWVDUHD WKLQJRI WKHSDVW+H
EHOLHYHGWKH\ZRXOGMXVWVKLIWWRQHZVHFWRUVDVHPHUJLQJHFRQRPLHVFOLPEWKHYDOXH
FKDLQ VRPHWKLQJ WKDW VHHPV WR EH ZHOO LOOXVWUDWHG E\ WKH KHDWHG GHEDWHV RYHU
GHIHQVLYHPHDVXUHVLQVRODUSDQHOVDQGWHOHFRPPXQLFDWLRQVZKLFKEURNHORRVHDIWHU
 :LWK WKHULVHRI WKH ¶QHZ·DQG ¶GHHS· WUDGHDJHQGD GLVDJUHHPHQWKDVDOVR


















LV FRPSRVHG RI  VWDWHV ZLWK WKHLU RZQ VRFLRHFRQRPLF DQG SROLWLFDO V\VWHPV WKDW




NQRZQ XQFKDQJLQJ SUHIHUHQFHV DFURVV WRSLFV PD\EH WKHUH LV VRPH NLQG RI ¶VWDWH·
SUHIHUHQFHIRUDFHUWDLQW\SHRIWUDGHSROLF\ZKLFKLVODUJHO\LPPXQHWRWKHYDJDULHV
RISROLWLFVEXVLQHVVF\FOHVRULGHRORJ\,QWKHOLWHUDWXUHWKLVFXUUHQWO\ERLOVGRZQWR
WKHTXHVWLRQZKHWKHU WKHUH LVDQHWHUQDOGLYLGHEHWZHHQWKH ¶1RUWKHUQIUHHWUDGHUV·
DQGWKH ¶6RXWKHUQSURWHFWLRQLVWV·$OWHUQDWLYHO\SRVLWLRQVPD\EH IOXLG\HW ODUJHO\

7KLVLVXQUHPDUNDEOHIURPDWOHDVWRQHFKXQNRIWKHHPSLULFDOOLWHUDWXUHRQWUDGHSROLF\QDPHO\ZRUNVVWXG\LQJ
WKH GHWHUPLQDQWV RI WUDGH GHIHQVH LQYHVWLJDWLRQV 2QH IUHTXHQW UHVXOW IURP WKHVH VWXGLHV LV WKDW DQWLGXPSLQJ
LQYHVWLJDWLRQV WHQG WR EH OLQNHG WR H[FKDQJH UDWH IOXFWXDWLRQV ZKHQ WKH GRPHVWLF FXUUHQF\ DSSUHFLDWHV DQG
IRUHLJQJRRGVEHFRPHFKHDSHUWKHFDOOIRUGHIHQVHVULVHVVHHIRUH[DPSOH%RZQ	&URZOH\%UR]	:HUIHO
7RGD\WKHUHLVVWLOOURRPIRUGLYHUJLQJIOXFWXDWLRQVZLWKLQWKH(82QO\PHPEHUVWDWHVDUHSDUWRI
WKH (XUR]RQH DQG HYHQ DPRQJ WKH (XURFRXQWULHV WKHUH LV QR UHDVRQ WR H[SHFW XQLIRUP HIIHFWV IURP D JLYHQ
FKDQJHLQ WKHH[FKDQJHUDWH IRU LQVWDQFHEHFDXVHVRPHFRXQWULHV·H[SRUWVFRPSHWHRQTXDOLW\UDWKHUWKDQSULFH
'H9LOOH	9HUPHLUHQ0DULQ6FK\PLN	7VFKHNH+HQFHWKHUHZLOODOZD\VEHFRQIOLFWLQJGHPDQGV
IRUGHIHQVHV




SUHGLFWDEOH)RUH[DPSOH LIDJRYHUQPHQW·VSRVLWLRQ LVDOZD\V MXVWD IXQFWLRQRI LWV
WUDGHEDODQFHLQVRPHVHFWRUWKHQZHFRXOGGHFLGHWROHDYHWKHGRPHVWLF¶EODFNER[·
XQWRXFKHG :H ZRXOG MXVW DFFHSW WKDW WKHUH·V VRPH PHFKDQLVP SURGXFLQJ LQ





SRLQWLQJ DW YDULDEOHV OLNH WKH FRPSHWLWLYHQHVV RI D GRPHVWLF LQGXVWU\ RU WKH WUDGH
EDODQFH EXW DV IDU DV , NQRZ WKHUH KDV EHHQ YHU\ OLWWOH UHVHDUFK ZKHUH VXFK
FRQQHFWLRQVKDYH WKHPVHOYHV EHHQ WKH H[SODQDQGXP ¶GR VWDWHV· SRVLWLRQV FRUUHODWH
ZLWKYDULDEOH;"·7KLVVRUWRIUHVHDUFKLVYHU\FRPPRQIRUQRQ(8FRXQWULHVEXWLW




0DWWKHZ %DOGZLQ ZKR KDG VHUYHG LQ '* 7UDGH IRU VRPH WLPH FULWLFL]HG ERWK
SUDFWLWLRQHUVDQGDFDGHPLFV IRU ¶>RYHUHPSKDVL]LQJ@ VLPSOLVWLFDOO\ >WKH@GLIIHUHQFHV LQ WKH
&RXQFLOEHWZHHQWKH¶QRUWKHUQOLEHUDOV·DQGWKH¶&OXE0HG·SURWHFWLRQLVWV%DOGZLQ·
DV WKLV OHG WR IDXOW\ LQWHUSUHWDWLRQV RI &RXQFLO G\QDPLFV 'RXEWV RYHU DQ\ VRUW RI
SHUPDQHQW GLYLVLRQ ZHUH DOVR UDLVHG E\ 0HVVHUOLQ  ZKR VKRZHG KRZ WKH
¶VWUXFWXUDO·SDUDPHWHUVGULYLQJPHPEHUVWDWHSUHIHUHQFHVKDGEHHQ FKDQJLQJ LQ WKH
V ZKLFK DFFRUGLQJ WR KLP FRUUHODWHG ZLWK D FKDQJH LQ WKH XVXDO SURFRQWUD
G\QDPLFV RI WUDGLWLRQDO PDUNHW DFFHVVRULHQWHG (8 WUDGH SROLWLFV $V KDV EHHQ
UHPDUNHG E\ <RXQJ D WKH GDZQ RI WKH ¶QHZ WUDGH DJHQGD· VLQFH WKH V
IXUWKHU ZHDNHQHG WKH XVHIXOQHVV RI RXU FXVWRPDU\ VWHUHRW\SHV DV WKH RSHQQHVV
YHUVXVSURWHFWLRQLVP FRQWLQXXP ORVW UHOHYDQFH 1HZ DFWRUV QRQWUDGH PLQLVWULHV

¶OHDGHU· RI VRPH FRDOLWLRQ 7KLV VXSSRVLWLRQ KDV SUREDEO\ UHFHLYHG HYHQ OHVV VFUXWLQ\ WKDQ WKH JHRJUDSKLFDO
KHXULVWLF,ZRXOGOLNHWRWKDQN1LHOV*KH\OHIRUSRLQWLQJWKLVRXW
 )RU H[DPSOH WKH DPRXQW RI VWXGLHV SURELQJ WKH GHWHUPLQDQWV RI DQWLGXPSLQJ LQYHVWLJDWLRQV LV KXJH IRU D
UHYLHZVHH1HOVRQ
,·PDZDUHRIDKDQGIXORIUHFHQWVWXGLHVWKDWDOVRLQFOXGHWKH(8DVDFDVH%RZQ	&URZOH\.QHWWHU	
3UXVD  -DOODE 6DQGUHWWR	*EDNRX  DQG2DWOH\ +RZHYHU WKHVHDXWKRUV GRQRW UHDOO\GHDO
ZLWKVRPHRIWKHSUREOHPVWKDWDULVHE\LQFOXGLQJWKH(8LQVXFKVWXGLHVIRUH[DPSOHLQFRQFHUQWRWKHFKRLFHRI










KDV QRW WLOWHG WKH LGHRORJLFDO ¶VWDWXVTXR· UHJDUGLQJ IUHH WUDGH %RWK VWDWHPHQWV LPSO\ WKH H[LVWHQFH RI
UHFRJQL]DEOHDQGODUJHO\VWDEOH¶FDPSV·
)RULQVWDQFHKHDUJXHVWKDWVHYHUDOFRXQWULHVZKRVHPDQXIDFWXULQJVHFWRUVZHUHSURWHFWHGDWOHVVWKDQDYHUDJH
WKH (8 DYHUDJH OHYHOV 6ZHGHQ )LQODQG 'HQPDUN LQ WKH HDUO\ QLQHWLHV PRYHG IXUWKHU DZD\ IURP WKH (8
DYHUDJHE\ZKLOHWKHPRUHWKDQDYHUDJHO\SURWHFWHGJURXS6SDLQDQG,WDO\EHFDPHOHVVVR%HFDXVH)UDQFH
JRWOHVVRSHQLQWKHVDPHSHULRGVWDUWLQJIURPOHVVWKDQDYHUDJHSURWHFWLRQWKLVPD\KDYHFDXVHGLWWRORVHLWV






GHYHORSPHQW « DQG WKLV KDV OHG WR QHZ FOHDYDJHV FURVVFXWWLQJ WKH ROG
VRFLRHFRQRPLF GLYLGH 7KLV LV ZHOO LOOXVWUDWHG E\ WKH FXUUHQW GHEDWHV RQ WKH
WUDQVDWODQWLF WUDGH DQG LQYHVWPHQW SDUWQHUVKLS 77,3 ZLWK ¶WUDGLWLRQDOO\ OLEHUDO·
VWDWHV WDNLQJ D IDUPRUH VNHSWLFDO VWDQFH WKDQ VXSSRVHGO\SURWHFWLRQLVW VRXWKHUQHUV





DQG ZKHUH PHPEHU VWDWH WUDGH SUHIHUHQFHV FRQYHUJHG DSSHDUV WR KDYH EHHQ YHU\
VKRUWLQGHHG6RPHZKHUHEHWZHHQWKH¶QHZSURWHFWLRQLVP·RIWKHVVDQGWKH
6HDWWOH SURWHVWV LQ  WKHUH ZDV WKH KDUPRQLRXV LQWHUPH]]R WKDW %DOGZLQ 





2IFRXUVH WKHUH LVQRZD\ WRNQRZDOORI WKLV IRUVXUHXQOHVVZHDFWXDOO\FKDUW WKH
SRVLWLRQVRIWKHPHPEHUVWDWHVLQVRPHGHWDLO$VZDVPHQWLRQHGWKHYDOLGLW\RIWKH
QRUWKVRXWKVKRUWKDQGKDVEHHQTXHVWLRQHGE\YDULRXVDXWKRUVVHYHUDOWLPHVEHIRUH
+RZHYHUZKHQVXUYH\LQJ WKH OLWHUDWXUH LW WXUQVRXW WKDW WKHUH LV OLWWOH WUDFHRIDQ\
DXWKRUVDFWXDOO\GHIHQGLQJWKLVDVDYDOLGDQDO\WLFDOGLVWLQFWLRQ5DWKHULWLVPHUHO\
PHQWLRQHG ZKHQ WKH FRDOLWLRQV LQ WKH &RXQFLO VHHP WR PDWFK XS ZLWK D 16
GLVWLQFWLRQ DOORZLQJ WKH DXWKRU WRYHU\EULHIO\ H[SODLQ WKH VWDWHV·SRVLWLRQV RIWHQ
LPSOLFLWO\ZLWKRXW GHOYLQJ LQWR WKH LVVXHPXFK IXUWKHU VHH LQIUD ,Q WKLV VHQVH LW
OLQNVXSZLWKDTXRWHIURPDSDSHUFULWLFL]LQJDZLGHO\KHOGEXWHUURQHRXVEHOLHIRI
,5VFKRODUV DERXW WKHLU RZQ ILHOG  LQ WKDW WKH LGHD RI D 16 GLYLGH LV ¶>«1@RW D
GHWDLOHG KLVWRULFDO QDUUDWLYH WKDW FDQ EH WUDFHG WR D VLQJOH DXWKRUDWLYH VRXUFH RU JURXS RI
VRXUFHVEXWUDWKHUDQ¶DQHFGRWH·WKDWKDVEHHQEULHIO\UHFRXQWHGE\DZLGHYDULHW\RIDXWKRUV·
4XLUN 	 9LJQHVZDUDQ  S   3XW GLIIHUHQWO\ WKLV VKRUWKDQG VHHPV WR
VXUYLYH HYHQ WKRXJK DQG SHUKDSV EHFDXVH QR RQH KDV HYHU ERWKHUHG WR FKHFN LI
ZKHQDQGZK\LWLVYDOLG
7KLV PD\ EH HYHQ OHVV EHQLJQ WKDQ LW VHHPV 5XOHRIWKXPE DQDO\VLV FDQ OHDG WR
¶HSLVWHPRORJLFDO OD]LQHVV· ZH WHQG WR ORRN IRU SDWWHUQV ZKLFK FRQILUP RXU
























D OLWWOH RQWRORJLFDO OHDS :KHQ DQ DXWKRU ZDQWV WR H[SODLQ VRPH PHPEHU VWDWH·V
EHKDYLRU KH RU VKH ZLOO KDYH VRPH KHXULVWLFV DYDLODEOH DQG ZKHQ WKH HFRQRPLF
FRPSHWLWLYHQHVVWUDGHEDODQFHRQHGRHVQ·WFXWLWWKHEHKDYLRUPXVWEHGXHWR¶ZHOO







RSSRVHG WR VRPH SURSRVDO" :KHWKHU ¶WKH PDMRULW\¶ RI VWDWHV ZDV  RU UDWKHU
"$JDLQ WKH DQVZHU FDQ RQO\ EH ¶QR· LIZH·UH LQWHUHVWHG LQ QRWKLQJ EXW LQWUD
&RPPXQLW\SRZHUVWUXJJOHVUDWKHUWKDQLQWKHVXEVWDQWLYHFRQWHQWRIWUDGHSROLFLHV
ZKLFKZLOORIFRXUVHEH LQIOXHQFHGE\ WKHYDU\LQJSRVLWLRQV%XWHYHQ LQ WKLVFDVH
RXUFRQFOXVLRQVZLOOEHVXVSLFLRXV
(YHQ IRU WKH XVXDO DJHQGD ZKLFK LQVWLWXWLRQV ZRQ" ZKLFK LQWHUHVW JURXSV" RXU
H[SODQDWLRQV ZLOO UHPDLQ YXOQHUDEOH LI ZH GR QRW FRPSOHPHQW RXU IRFXV RQ WKH
LQWHUSOD\EHWZHHQ ¶LQVWLWXWLRQV·ZLWK LQVLJKW DERXW WKHG\QDPLFV DW OHVVDJJUHJDWHG
OHYHOV 7KH WHQGHQF\ZLOO EH WR DWWULEXWH HYHU\WKLQJ WKDW KDSSHQV DW WKH (XURSHDQ
OHYHO WR GHYHORSPHQWV DW WKH (XURSHDQ OHYHO EXW WKHUH LV QR SURIRXQG WKHRUHWLFDO
UHDVRQ WR EHOLHYH ZK\ WKLV ZRXOG EH WKH FDVH $ PHPEHU RI WKH WUDGH SROLF\
FRPPLWWHHPLJKW EH UHVSRQVLYH WR SHHUSUHVVXUH IURP IHOORZ FRPPLWWHHPHPEHUV
EXW KHZLOO DOVR EH XQGHU YDU\LQJ DPRXQWV RI VFUXWLQ\ IURP QDWLRQDO EXUHDXFUDWV
SROLWLFLDQVDQGDWWLPHV¶WKHSXEOLF·7KHVDPHFDQEHWUXHIRU0(3VZKLFKDUHRQH
ZRXOG DVVXPH QRW VROHO\ DQG XQLIRUPO\ PRWLYDWHG E\ WKHLU GULYH WR LQFUHDVH WKH
(XURSHDQ 3DUOLDPHQW·V ZHLJKW DQG PLQLVWHUV DW WKH &RXQFLO ,W·V DV LI ZH·UH
HVWLPDWLQJDPRGHOZLWKRXWFRQWUROOLQJIRUVHYHUDONH\YDULDEOHV
$W WLPHV KRZHYHU DQDO\VWV KDYH QRW EHHQ DEOH WR LJQRUH WKH GHYLDQW GHILDQW RU
VLPSO\ LQIOXHQWLDO UROH SOD\HG E\ VSHFLILF PHPEHU VWDWHV :KDW ZH DUH RIIHUHG LQ
WKRVH FDVHV LV XVXDOO\ D EULHI DGKRF H[SODQDWLRQ )RU H[DPSOH ZKHQ VWXG\LQJ
&RPPLVVLRQHU %ULWWDQ·V SURSRVDO WR QHJRWLDWH DQ )7$ ZLWK WKH 86$ LQ WKH ODWH




WKLV LV ¶,Q OLQH ZLWK D JHQHUDO SDWWHUQ RI (8 WUDGH SROLF\· VKH DOVR SRLQWV RXW EULHIO\ WKDW ZKHQ LW FDPH WR





UHIHUULQJ WR WKH DIWHUPDWK RI %ODLU +RXVH RU FLWLQJ (8ZRUOGZLGH IDFWRUV OLNH
JURZLQJ VXVSLFLRQ RI JOREDOL]DWLRQ RU D ODFN RI SUHVVXUH IURP H[SRUW LQWHUHVWV ,Q
RWKHUZRUGVZHFRXOGIUDPHLWDVDQLQVWDQFHRIWKH&RXQFLOUHDVVHUWLQJLWVFRQWURO
RYHU ELODWHUDO WUDGH QHJRWLDWLRQV:KHQ ORRNLQJ DW WKH HYHQWV WKDW OHG WR WKH )7$






ZRXOG EH WUHDWHG DV VRPHWKLQJ RI VHFRQGDU\ LPSRUWDQFH ,W ZRXOG QRW UHFHLYH
VXEVWDQWLDO DWWHQWLRQ HTXDOO\ SODXVLEOH VWRULHV ZRXOG QRW EH ZHLJKHG DQG WKH
VRXUFHV ZRXOG EH OLPLWHG WR D VLQJOH LQWHUYLHZ RU ¶FRPPRQ NQRZOHGJH· :KDW
PDWWHUVLVWKDWDPHPEHURIWKH&RXQFLOZDVRSSRVHGWKDWLWKDGVXIILFLHQWOHYHUDJH




¶JLYHQ· +RZ GRHV WKH G\QDPLF SOD\ RXW ¶JLYHQ WKH UXOHVWKH SUHIHUHQFHV· LV WKHQ
WKHLUPRGXVRSHUDQGL %XW WKLV LJQRUHV WKH IDFW WKDW SRVLWLRQV FDQ FKDQJH DQG WKDW
VWDWHV FDQ EH GLVVDWLVILHG ZLWK WKH VWDWXV TXR WKDW SUHYLRXV FRPSURPLVHV PD\ EH
FDOOHGLQWRTXHVWLRQRUFLUFXPYHQWHGWKURXJKRWKHUPHDQV:KHQZHRQO\VWXG\WKH
ZD\ WKH &RXQFLO UHDFWV WR PHPEHU VWDWHV E\ WKH &RPPLVVLRQ DQG WKH ZD\ WKH\
VWUXJJOH GXULQJ WKH VXEVHTXHQW QHJRWLDWLRQV ZLWK PHPEHU VWDWH SUHIHUHQFHV RQO\





(8 WKH ¶GHIDXOW FRQGLWLRQ· FRXOGVLPSO\QRWEHRYHUWXUQHGEHFDXVHRI OLEHUDOYHWR
SOD\HUV 7KH VWRU\ RI ¶FROOXVLYH GHOHJDWLRQ· WHOOV D VLPLODU WDOH WKH FRPPRQ
FRPPHUFLDO SROLF\ KDV EHHQ GHVLJQHG WR JLYH WKH &RPPLVVLRQ DVVXPHG WR EH D
OLEHUDO DFWRU DQ LPSRUWDQW DQG DXWRQRPRXV UROH WR KLQGHU SURWHFWLRQLVW OREE\LQJ
%RWKRIWKHVHVWRULHVDUHKRZHYHUFRQWLQJHQWRQVRPHHPSLULFDODVVXPSWLRQVZKLFK
PD\ QRW EH WUXH IRUHYHU  7KH IRUPDO UXOHVPD\ KLQGHU SURWHFWLRQLVW SROLFLHV IRU D
ORQJWLPHEXWGLYHUJLQJZLVKHVZLOOLQFUHDVLQJO\VWUDLQWKHV\VWHP7KLVPD\LQLWLDOO\
OHDGWR OLEHUDO¶ORFNLQ·EXWHYHQWXDOO\SROLWLFDODFWRUVZLOOKDYHWRILQGDZD\WR OHW
RXW VRPH VWHDP &RXQWULHVZKRVH SUHIHUHQFH LV SHUSHWXDOO\ IUXVWUDWHG LQ RQH DUHD
ZLOO GHPDQG VLGHSD\PHQWV LQ DQRWKHU RU WKH\ ZLOO WU\ WR DQG FRPH WR FUHDWLYH






ZLWK GLIIHUHQW SUHIHUHQFH FDQ KDYH VLPLODU SRVLWLRQV IRU VWUDWHJLF UHDVRQV IRU


H[DPSOH EHFDXVH WKH\ZDQW DGHDO LQ DQRWKHUGRVVLHU EXW DOVR EHFDXVH WKH\ ERWK
KDYH GLIIHUHQW LGHDV DERXW WKH RXWFRPH RI D FHUWDLQ SROLF\ IRU H[DPSOH FRXQWULHV
PD\VXSSRUWVWURQJHUWUDGHGHIHQVHVERWKEHFDXVHWKH\EHOLHYHWKLVZLOOJLYHWKH(8
H[WUDOHYHUDJHLQSU\LQJRSHQIRUHLJQPDUNHWVRUWKH\PD\VXSSRUWVXFKDQHZWRRO
EHFDXVH WKH\KRSH LWZLOOSURWHFW WKHLURZQ7KLVPHDQV WKDWSRVLWLRQVFDQFKDQJH
QRWMXVWEHFDXVHSUHIHUHQFHVDUHDOWHUHGEXWDOVREHFDXVHDQDO\VHVRIOLNHO\RXWFRPHV
RUWKHSROLWLFVFKDQJH,PSRUWDQWO\WKHVHSRVLWLRQVDUHQRWWKHORJLFDOFRQVHTXHQFHRI
VRPH WLPHOHVV ¶6WDWH ,QWHUHVW· EXW WKH HQG UHVXOW RI D SURFHVV RI DJJUHJDWLRQ$QG






PHPEHU VWDWHV IRU WKH VWDUW RI WKH 77,3 QHJRWLDWLRQV DOO ZH KDYH DUH SDUWLDO DQG
VRPHZKDWXQVDWLVIDFWRU\ ¶SRZHURI WKH&RPPLVVLRQ·V ¶WUDGLQJRXUVHOYHVRXWRIWKH
FULVLV·GLVFRXUVH·H[SODQDWLRQV 2UELH	'H9LOOHZKLFKGRQRW VHHPWR WDNH
IXOODFFRXQWRIKRZIDU VHYHUDOPHPEHU VWDWHV·SRVLWLRQVKDYH VKLIWHG VLQFH WKH ODVW
ERWFKHGDWWHPSWDWDWUDQVDWODQWLFGHDOLQWKHHDUO\V$SDUWIURP)UDQFHZKLFK
UHVLVWHG WKH &RPPLVVLRQ·V  SURSRVDO IRU D WUDQVDWODQWLF IUHH WUDGH DUHD PRVW
LQWHQVHO\DZLGHYDULHW\RIFRXQWULHVLQFOXGLQJWKH1HWKHUODQGV*HUPDQ\%HOJLXP




E\0DUN*LOEHUW RQHFRXOGDOVRSRLQWDW WKHDKLVWRULFDOQDwYHWp WKDW LV
H[KLELWHGE\WKHOLWHUDWXUHRQ(8WUDGHSROLF\DQG(8VWXGLHVLQJHQHUDO7KHUHLVDQ
LPSOLFLW EHOLHI LQ WKH VWDELOLW\ RI WKH FXUUHQW SROLF\PDNLQJ UHJLPH DQG LWV SROLF\
RXWSXW ZKLFK LV SHUKDSV QRW ZKROO\ MXVWLILHG 5HQDWLRQDOL]DWLRQ GLVLQWHJUDWLRQ RU
XQSUHGLFWDEOH RWKHU YDULHWLHV RI YDULHJDWHG FRRSHUDWLRQ DUH DOZD\V SRVVLEOH
$OWHUQDWLYHO\ WKH SURJUHVVLYH VWRU\ RI LQFUHDVLQJO\ OLEHUDO DQG VXSUDQDWLRQDO
(XURSHDQ WUDGH SROLF\ PD\ HYHQWXDOO\ WXUQ RXW WR EH D PLUDJH D ODSVH EHWZHHQ
SURWHFWLRQLVW LQWHUYDOV²SHUKDSVZLWKLQWHQ\HDUVZHZLOO ILQGRXUVHOYHV LQQHHGRI














LQ WUDGHSROLF\EHFDXVH LW WHOOVXVVRPHWKLQJDERXW(XURSHDQ LQWHJUDWLRQRU DUHZH
LQWHUHVWHG LQ WUDGHSROLF\EHFDXVH LW·V LPSRUWDQW LQ LWVRZQULJKWEHFDXVH LW WHOOVXV
VRPHWKLQJ DERXW WKHZLGHU VRFLRHFRQRPLFLGHRORJLFDOSROLWLFDOHW FHWHUD IRUFHV LQ




/RRNLQJ DW WKH PHPEHU VWDWHV ZLOO EH KHOSIXO LQ WKLV UHJDUG 3D\LQJ DWWHQWLRQ WR
GHFLVLRQPDNLQJDQGSUHIHUHQFHIRUPDWLRQLQDQGRIWKHPHPEHUVWDWHVZLOOKHOSXV
VWXG\PRUHFORVHO\ WKH LQWHUOLQNDJHVEHWZHHQYDULRXVGRPDLQV FRPSHWLWLRQSROLF\
IRUHLJQSROLF\QHLJKERUKRRGSROLF\ LQGXVWULDOSROLF\PRQHWDU\DQGILVFDOSROLFLHV







,ZLOOKHUH IRFXVRQWKHFRQQHFWLRQVEHWZHHQ  WUDGHDQGRWKHUHFRQRPLFSROLFLHV,Q
WKHSDVWWKLVOLQNZDVTXLWHREYLRXV)RULQVWDQFHLPSRUWGHIHQVLYHLQGXVWULHVRIWHQ
KDG WKH FKRLFH EHWZHHQ QRW MXVW WUDGH SROLFLHV EXW DOVR GRPHVWLF VXEVLGLHV DQG
UHJXODWRU\VXSSRUWZHOOLOOXVWUDWHGE\0LOQHU·VVWXG\RIWKH)UHQFKFDVHLQ
WKHV	V%XWHYHQWRGD\WKHVHOLQNVH[LVWRQDWOHDVWWZRRFFDVLRQVGXULQJ
WKH ¶DYLDWLRQZDUV· DQGGXULQJ WKHQHJRWLDWLRQVRYHU WKH%DVLF7HOHFRPPXQLFDWLRQV
DJUHHPHQW ERWK LQ WKH PLGWRODWH QLQHWLHV WKH &RPPLVVLRQ KDV XVHG LWV VWURQJ
FRPSHWLWLRQSUHURJDWLYHVDVDOHYHUWRJHWLWVZD\IURPPHPEHUVWDWHVLQWUDGHSROLF\
DIIDLUV   0HXQLHU :ROO  7KH QH[XV LV DOVR SUHVHQW LQ WKH FDVH RI DQWL
VXEVLG\ GLVSXWHV DQG LQ WKH HQWDQJOHPHQW RI WKH WUDGH VSKHUHZLWK LQWHUQDWLRQDO
LQYHVWPHQW DQG LQYHVWPHQW DJUHHPHQWV 3HUKDSVD ¶(XURSHDQSDWULRWLVP· LV WDNLQJ
WKHSODFHRI WKHQDWLRQDO RU ORFDO ¶SDWULRWLVPV· WKXVPDNLQJ VWXGLHV RI WKHQDWLRQDO
OHYHO OHVV LQIRUPDWLYHEXW WKLV LV FXUUHQWO\ IDU IURPFOHDU DQGZRXOG LQGHHGEH LQ
LWVHOIDQLPSRUWDQWSKHQRPHQRQLQQHHGRIIXUWKHUVWXG\²VHH&OLIW	:ROOE
$V ORQJ DV FRXQWULHV FDUH DERXW ¶WKHLU· FRPSDQLHV ¶WKHLU· ZRUNHUV DQG ¶WKHLU·





 )RU H[DPSOH WKH ZD\ &KLQD DWWDFNHG 6SDQLVK DQG *UHHFH VRODUSDQHO VXEVLGLHV LQ UHVSRQVH WR WKHLU






0RUHRYHU DVVXPLQJZH·UH LQWHUHVWHG LQ WUDGHSROLF\ DW OHDVW LQSDUWEHFDXVHRI WKH
GLVWULEXWLRQDOLPSOLFDWLRQVLWKDVEHFDXVHRIWKHHIIHFWVDFHUWDLQUHJLPHRIRSHQQHVV





ZDV GHSHQGHQW RQ WKH DELOLW\ RI WKH PHPEHU VWDWHV WR DJJUHJDWH DQG FKRRVH
EHWZHHQ YDULRXV FRPSHWLQJ LQWHUHVWV WR PDNH VXUH WKDW LWV WUDGH SROLFLHV ZHUH
ZLGHO\VXSSRUWHG$OWKRXJK%DOGZLQRQO\PHQWLRQV¶LQWHUHVWV·LILQWHUSUHWHGEURDGO\
WKLV SRLQWV DW DQ DGGLWLRQDO UHDVRQ ZK\ PRUH VFUXWLQ\ RI WKH PHPEHU VWDWHV LV
ZDUUDQWHG 7KH VXSSRUW DQG WKH GHPRFUDWLF OHJLWLPDF\ RI (XURSH·V WUDGH SROLF\
GHSHQGRQWKHH[WHQWWRZKLFKLWLVVHHQDVDFFHSWDEOHRQERWKWKH¶LQSXW·DVZHOODV
WKH ¶RXWSXW· VLGH 7KLV GHEDWH LV PRUH UHOHYDQW WKDQ HYHU WUDGH SROLF\ QRZDGD\V




LQFUHDVLQJ WKH YDULHW\ RI VWDNHKROGHUV FRQVXOWHG EXW WKLV LJQRUHV WKH KLJKO\ DQG
XQDYRLGDEO\ VHOHFWLYH SURFHVV WKDW GHWHUPLQHVZKR JHWV D VD\ WKHUH$V IRUPDQ\
RWKHUSROLF\DUHDVQDWLRQDOFKDQQHOVZLOOUHPDLQWKHPRVWLPSRUWDQWSRWHQWLDOYHQXH
IRU H[HUWLQJ LQIOXHQFH RQ SROLFLHV IRU D ODUJH PDMRULW\ RI DFWRUV DQG FLWL]HQV LQ
JHQHUDO$VZDVQRWHGE\.UDMHZVNLWKHGHEDWHDERXWWKHGHPRFUDWLFQDWXUH
RI WKH FRPPRQFRPPHUFLDOSROLF\ZLOOQRWGLVVROYH QRZ WKDW WKH(3KDVJDLQHGD
PRUHSURPLQHQWUROH²WKHODFNRILQSXWIURPQDWLRQDOSDUOLDPHQWVDQGRWKHUVRFLHWDO
DFWRUV PD\ EH IDU PRUH ZRUU\LQJ $JDLQ ZH GRQ·W UHDOO\ NQRZ DQG UHVHDUFK RI








RI D OLEHUDO IHHGEDFNORRS DEROLVKLQJ WUDGH EDUULHUV ZHDNHQV LPSRUWGHIHQVLYH DQG VWUHQJWKHQV H[SRUW








WHUPV RI WKH IORZFKDUW SRUWUD\HG DERYH DPRGLILFDWLRQRI WKH VFKHPDWLFV IRXQG LQ
'U	(OVLJDQG<RXQJ	3HWHUVRQRXUPRVWEDVLFWDVNZLOOEHWRILOOLQ
VRPHRI WKH ¶ER[HV·EHIRUHZHFDQVWDUWXQGHUVWDQGLQJ WKH OLQNV$V ,KDYH WULHG WR
DUJXH ZH QHHG WR DW OHDVW FRPSRVH D EHWWHU RYHUYLHZ RI PHPEHU VWDWH SRVLWLRQV
DFURVVSROLF\DUHDVDQGWLPH
$YDOXDEOHQH[WVWHSZRXOGEHWRJDWKHULQIRUPDWLRQDERXWQDWLRQDOGHFLVLRQPDNLQJ
VWUXFWXUHV RI ZKLFK ZH NQRZ OLWWOH :H QHHG WR NQRZ KRZ GHFLVLRQV ZLWKLQ WKH
PHPEHU VWDWH JRYHUQPHQWV DQG EXUHDXFUDFLHV WDNH VKDSH ZKDW PLQLVWULHV SOD\ D
UROH ZKHWKHU SDUOLDPHQW LV LQYROYHG ZKDW SURFHGXUHV WKHUH DUH WR FRQVXOW
¶VWDNHKROGHUV· ZKR KDV SULYLOHJHG DFFHVV HW FHWHUD:H QHHG VRPH FDUWRJUDSK\ RI
ERWK LQIRUPDO DQG IRUPDO GHFLVLRQPDNLQJ -RKDQ $GULDHQVHQ  RIIHUV DQ
H[DPSOHRIZKDWWKLVPD\ORRNOLNHKHJLYHVXVDQRYHUYLHZRILQWUDJRYHUQPHQWDO
GHFLVLRQPDNLQJ VWUXFWXUHV LQ 6SDLQ%HOJLXP(VWRQLD DQG3RODQG ,QVSLUHGE\ WKH
&RPSDUDWLYH 3XEOLF $GPLQLVWUDWLRQ OLWHUDWXUH DQG EDVHG RQ VHPLVWUXFWXUHG
LQWHUYLHZVZLWK WUDGHRIILFLDOVKH ORRNV DWDYDULHW\RI IDFWRUV OLNH WKHDPRXQWDQG
WUDLQLQJRIVWDIIVWDWHVRFLHW\UHODWLRQVDQGLQWHUPLQLVWHULDOFRRUGLQDWLRQ
0RYLQJGRZQZDUGVEULQJVXV WR WKH ¶VRFLHWDO· OHYHO YHU\ OLWWOH LVNQRZQDERXW WKH
SRVLWLRQV RI WUDGH XQLRQV EXVLQHVV JURXSV SDUWLHV RU YRWHUV LQ UHODWLRQ WR WUDGH
SROLF\ 0XFK OLNH ZLWK WKH PHPEHU VWDWHV DV D ZKROH ZH WHQG WR UHO\ RQ DGKRF
















VWXGLHV WKDW RIIHU LQGHSWK FRPSDULVRQV RI WKH WUDGH GHEDWH DFURVVPHPEHU VWDWHV
DFWRUVRUWLPH
)LQDOO\PRYLQJ EDFNXS DQG VLGHZD\V D GRPHVWLFOHYHO IRFXV FRXOG DOVR WHDFKXV
VRPHWKLQJ DERXW WKH EHKDYLRU RI 0(3V DQG LQWUD&RPPLVVLRQ VWUXJJOHV )RU
H[DPSOH WKHUH DUHQXPHURXV LGHRORJLFDO EXW DOVRQDWLRQDO IUDFWXUHVZLWKLQ WKH(3
DQG UHVHDUFK W\LQJ YRWLQJ RQ WUDGH LVVXHV WR ¶GRPHVWLF· HOHFWRUDO SDUW\SROLWLFDO
LGHRORJLFDO HFRQRPLF« SUHVVXUHV PLJKW RIIHU DQ LQWHUHVWLQJ DYHQXH WR IXUWKHU




WKHSRVLWLRQRI LQGLYLGXDO&RPPLVVLRQHUVRQ WUDGH LVVXHV LV VRPHWLPHV LQ OLQHZLWK
WKHLU KRPHJRYHUQPHQWV· YLHZV HJ $JHQFH (XURSH F 'U E (OVLJ 	
'XSRQW7KLVOLQNDJHVKRXOGEHGHOYHGLQWRDVSDUWRIWKHZLGHUDWWHPSWWRSU\
RSHQWKH&RPPLVVLRQ·VEODFNER[
, WKLQNWKHDERYHVKRXOGQRW MXVWDSSO\WR WKHSDVW ILIWHHQ\HDUVEXWVKRXOGDOVREH
VHHQDVDFDOO IRU DQHZKLVWRU\RI WKHSDVWGHFDGHVRI(XURSHDQ WUDGHSROLWLFV:H










$WWLPHV WKLV OHDGVWRFRQFOXVLRQV WKDWPD\VWULNHRQHDVRGG)RUH[DPSOH LQ WKHDUWLFOHE\(OVLJ	'XSRQW




 :LWKRXW VRPH H[SODQDWLRQ DERXW ZK\ WKH &RPPLVVLRQ ZRXOG EH LQWULQVLFDOO\ PRWLYDWHG E\ WKH (8·V
H[SRUWLQJ FDSDFLW\ LW VHHPV KDUG WR FODLP WKDW WKH &RPPLVVLRQ ZDV PRUH WKDQ WKH SOXUDOLVW DJJUHJDWRU RI
EXVLQHVVSUHIHUHQFHV
)RUH[DPSOHDOWKRXJK'*7UDGHLVDVVXPHGWRVLGHZLWKIUHHWUDGHIRUFHVWKH7UDGH'HIHQVH'LUHFWRUDWHZKLFK








IURP WKH VLGHZDON2QH RI LWV SUREOHPV LV ORJLVWLFDO WKH DYDLODELOLW\ RI GRFXPHQWV
ODQJXDJHLVVXHVDQGWKHVKHHUDPRXQWRIZRUNWREHGRQHDUHDOOLPSRUWDQWKXUGOHV






PRQH\ DQG WKHUH DUH OLPLWV WR WKH NLQG RI JDSV LQ RXU NQRZOHGJH ZH VKRXOG
UHDVRQDEO\ VWULYH WR ILOO XS %XW , ZRXOG FODLP WKDW ZH KDYH QRW \HW UHDFKHG WKH
VWUDWXPZKHUHFRVWVRXWZHLJKWKHEHQHILWVRIGHOYLQJGHHSHUWKHUHDUHVWLOOJDLQVWR
EHPDGH LQRXUXQGHUVWDQGLQJRI WKH(8DQGRI WKLVQRZLQFUHDVLQJO\FRQWHQWLRXV





FRXQWU\ SRVLWLRQV RYHU GRVVLHUVWLPHFRXQWULHV ZLWK D VHOHFW QXPEHU RI





, GHFLGHG LQ IDYRU RI WKH ODWWHU RSWLRQ IRU D YDULHW\ RI UHDVRQV )LUVW ZH FXUUHQWO\
GRQ·W SRVVHVV WKH QHHGHG GDWD DERXW FRXQWU\VSHFLILF IDFWRUV WKDW WKH WKHRUHWLFDO
OLWHUDWXUH WKLQNV DUH UHOHYDQW$V ,RXWOLQHG LQ WKHSUHYLRXV VHFWLRQ WKHUH LV VLPSO\
QRWWKDWPXFKUHVHDUFKDERXWWKHQDWLRQDOG\QDPLFVRUSRVLWLRQV$V,GHPRQVWUDWHG
ZHGRQ·WNQRZZKDWWKHFRXQWU\VSHFLILFSRVLWLRQVZHUHIRUPRVWGRVVLHUVDQGLWZDV
WRR FXPEHUVRPH IRUPH WR FUHDWH D ELJ HQRXJK GDWDEDVH RXW RI QRZKHUH 6PDOOQ
FRPSDULVRQVRUPHWKRGV OLNH ¶TXDOLWDWLYHFRPSDUDWLYHDQDO\VLV·ZHUHPRUH IHDVLEOH
EXW,·PVNHSWLFDODERXWZKDWZHFDQOHDUQIURPVXFKFRPSDULVRQVDQG,EHOLHYHGD
PRUHLQGHSWKDSSURDFKZDVPRUHILWWLQJ
&RQVLGHULQJ WKH ODFN RI EHDWHQ SDWKV LQ WKLV UHVHDUFK GRPDLQ D FRPSUHKHQVLYH
H[SODQDWRU\ EXW WKHRU\JXLGHG DSSURDFK DSSHDUHG WR EH WKH PRUH ZRUWKZKLOH
VWUDWHJ\ZHVWLOOQHHGWR¶PDSWKHWHUUDLQ·WRILQGRXWZKDWWKHUHLVWRNQRZWRZKDW
H[WHQW H[LVWLQJ WKHRULHVPD\ RU QRW DSSO\ ZKDW WKH FRQWRXUV DUH RI WKH HPSLULFDO
VHWWLQJZH·UHH[DPLQLQJ XVLQJWKHH[LVWLQJ OLWHUDWXUHDVDJXLGHEXWDOVRDOORZLQJ
IRU WKHIDFW WKDW WKHUH LVSUREDEO\PXFKZHGRQ·WNQRZWKDWZRXOGQHYHUWKHOHVVEH




EXLOGLQJ RQ WKH WKHRUHWLFDO OLWHUDWXUH RI WUDGH SROLWLFV IXUWKHU GLVFXVVHG LQ FKDSWHU
IRXU,KDYHORRNHGERWKDWVRFLHWDOEXVLQHVVFLYLOVRFLHW\SUHIHUHQFHIRUPDWLRQDQG
LQIOXHQFH DV ZHOO DV WKH UROH RI GHFLVLRQ PDNHUV· FDSDFLW\ SDUDGLJPV DQG SDUW\
SROLWLFV DQG WKH LQVWLWXWLRQDO GHFLVLRQ PDNLQJ SURFHGXUHV DFFHVV SRLQWV « DQG




OLWHUDWXUH RQ PHWKRGV DQG WKH SKLORVRSK\ RI VRFLDO VFLHQFH VRPH ZKLFK , TXRWHG
EHIRUH , EHOLHYH WKHUH·V D SODFH QRW MXVW LQ WKH SUHSDUDWLRQ RI ODUJH1 DQDO\VHV RI








WR SXW WKH H[LVWLQJ WUDGH SROLWLFDO WKHRULHV RIWHQ LQYHVWLJDWHG ZLWK VWDWLVWLFDO
PHWKRGVWRZRUNLQWKHDQDO\VLVRIFRPSOH[DQGPXGG\VLQJXODUFDVHV7KLVOLPLWV






7KLV VWLOO OHDYHV WKHSUREOHP RI FRXQWU\ DQG FDVHVHOHFWLRQ , FKRVH WR IRFXV RQ WKH




PRWLYDWHG E\ D GXDO FRQVLGHUDWLRQ )LUVW RI DOO WKHVH KDYH EHHQ WZR RI WKH PRVW




DFURVV SROLF\ DUHDV :KLOH DQWLGXPSLQJ LV ERWK PRUH QDUURZ DV ZHOO PRUH
GRPLQDWHG E\ FRPSHWLQJ EXVLQHVV LQWHUHVWV WKH ¶QHZ JHQHUDWLRQ· )7$V KDV
LQYROYHG D YHU\ ZLGH DUUD\ RI WKHPHV DQG DFWRUV 2I FRXUVH WKLV PHDQV ,·P QRW
ORRNLQJDWDUDQJHRIRWKHUSROLF\GRPDLQV$OWKRXJKQRWPXFKKDVEHHQKDSSHQLQJ
LQWKH'RKDURXQGLQWKHSDVWIHZ\HDUVLWZRXOGKDYHVWLOOEHHQLQWHUHVWLQJWRORRNDW
WKH SROLWLFV RI GLVSXWH VHWWOHPHQW RU WR LQYHVWLJDWH FRXQWULHV· UROHV LQ WKH ELJ




WR DOVR LQFOXGH D OHJLVODWLYH ILOH UHODWHG WR WUDGH FRPSHWHQFHV+RZHYHU , EHOLHYH
WKDW P\ DQDO\VLV RI &(7$ DQG VRODU GXPSLQJ FDQ QRQHWKHOHVV KHOS HOXFLGDWH WKH
SROLWLFV RI WKHVH GRVVLHUV DV ZHOO EHFDXVH WKH\ VKDUH PDQ\ RI WKH DFWRUV DQG
GHWHUPLQDQWV WKDW , GLVFXVV LQ WKH FRPLQJ FKDSWHUV ,Q WKH LQWURGXFWRU\ FRXQWU\
FKDSWHUV , KDYHPRUHRYHU WULHG WR SDLQW D VRPHZKDW HQFRPSDVVLQJ YLHZ RI WUDGH
SROLWLFVDFURVVLVVXHDUHDV





DQGZKLFK LV DW WKH IRUHIURQWRI FXUUHQW GHEDWHV DERXW WKH WUDGH GHIHQVH UHIRUP LW
GLYLGHG WKH PHPEHU VWDWHV DQG LW FRQFHUQHG D VHFWRU WKDW ZDV VWLOO SXVKLQJ LWV
WHFKQRORJLFDOIURQWLHU$V7RQ\+HURQSUHGLFWHGWKHSROLWLFVRIGXPSLQJZHUH





2QHRI WKHEHQHILWVRI FKRRVLQJ WKH VRODUSDQHO FDVHZDVDOVR DGUDZEDFN WKH FDVH
EHFDPHUHODWLYHO\VDOLHQWERWKSROLWLFDOO\DQGSXEOLFO\ZKLFKPHDQVWKDWWKHUHZHUH
SOHQW\RI VRXUFHVDYDLODEOHDQG WKDWSHRSOHFRXOGVWLOO UHPHPEHUKRZWKHFDVHZDV
KDQGOHG2IFRXUVHWKLVVDOLHQF\DOVRZHDNHQHGLWVXWLOLW\EHFDXVHZHPD\OHDUQOHVV
DERXW KRZ VXFKGRVVLHUV DUH ¶XVXDOO\· GHDOWZLWKPRVW GRQRW UHFHLYH WKLV NLQGRI







RXWOLHU WKDQ 77,3 ZKLFK KDG GUDZQ D NLQG RI SROLWLFL]DWLRQ WKDW PRVW REVHUYHUV
VHHPHG WR DJUHHZDVXQLTXHZKLOHPRUH VDOLHQW WKDQ WKHGHDOVZLWK IRU H[DPSOH
6LQJDSRUHRU6RXWK.RUHD7KLVDJDLQPHDQW WKDWPRUHVRXUFHVZHUHDYDLODEOH DQG
LQFUHDVHG LWV UHOHYDQFH IRU WKH FXUUHQWGHEDWHVRQ WKH(8·V WUDGHSROLF\ ,Q WKHHQG
KRZHYHU RQH RI WKHPRVW LQWHUHVWLQJ DVSHFWV DERXW &(7$ LV WKDW WKHUH LV D SUHWW\
VKDUS GLVWLQFWLRQ WR EH PDGH EHWZHHQ D SUHSROLWLFL]HG DQG D SROLWLFL]HG ¶SKDVH·
ZKLFK DOORZVXV WR VWXG\ ERWK WKH ¶EXVLQHVV DVXVXDO· TXLHW SROLWLFV VLQFH WKHGHDO
ZDVYHU\ORZRQWKHUDGDUIRUDORQJWLPHDQGWKHZD\VLQZKLFKWKLVFKDQJHGDIWHU
SHRSOH VWDUWHGZULWLQJ FRPPHQWDULHV DQGPDUFKLQJ LQ WKH VWUHHWV%HFDXVH WKHGHDO
ZDVDFRPSUHKHQVLYHWUDGHDJUHHPHQWLWDOVRDOORZVXVWRVWXG\WKHPRGHUQSROLWLFV
RI WUDGH LQ LWV YDULRXV GLPHQVLRQV LQYHVWPHQW VHUYLFHV JRRGV UHJXODWRU\
FRRSHUDWLRQ«DQGWKHYDULRXVNLQGVRIDFWRUVDQGSROLWLFVWKDWWKHVHLQYROYH





7KHFKRLFH IRU%HOJLXP DQG WKH1HWKHUODQGVZDVPRVWO\SUDJPDWLF , LQWHQGHGRQ
VSHDNLQJZLWKDYHU\ZLGHUDQJHRIFLYLOVRFLHW\RUJDQL]DWLRQVEXVLQHVVDVVRFLDWLRQV
SROLF\PDNHUVHWFHWHUD7KLVZDVQRW IHDVLEOHIRUPRUH WKDQ WZRFRXQWULHVQRU IRU
FRXQWULHVZKRVHODQJXDJH,GLGQRWVSHDN)UDQFHDQG*HUPDQ\ZRXOGKDYHEHHQWKH
PRUH REYLRXV FKRLFH IURP WKH SHUVSHFWLYH RI WKH (8OHYHO OLWHUDWXUH EHFDXVH WKH\
FDUU\IDUPRUHZHLJKWLQWKH&RXQFLOEXWLQLWLDOLQWHUYLHZVIRUWKH*HUPDQFDVHPDGH
FOHDUWKDWWKHFDVHZDVWRRFRPSOH[DQGZRXOGUHTXLUHDPRUHWKRURXJKNQRZOHGJH
RI *HUPDQ , DOVR FRQVLGHUHG WKH 8QLWHG .LQJGRP EXW %UH[LW PDGH WKLV RSWLRQ
XQDSSHDOLQJ ,Q WHUPV RI WKH ¶SLORW VWXG\· GLPHQVLRQ RIP\ UHVHDUFK LW WKHUHIRUH
PDGH VHQVH WR VWXG\ WZR VHHPLQJO\ PDQDJHDEOH DFFHVVLEOH FRXQWULHV ILUVW
$OWKRXJK VRPHZKDW GHWDFKHG IURPP\ DUJXPHQW WKXV IDU , WKLQN VWXG\LQJ RQH·V
RZQ ¶SROLV· LVPRUHRYHU MXVWLILDEOH DQGPHDQLQJIXO LQ LWVHOI WKLV LV DQRWKHU UHDVRQ
ZK\LWPDGHPRUHVHQVHIRUPHWRVWXG\WKHVHFRXQWULHVWKDQVD\,UHODQGRU6ZHGHQ
+RZHYHU,EHOLHYHWKHUHDUHDOVRJRRGUHDVRQVIRUZK\WKHFDVHVRI%HOJLXPDQGWKH
1HWKHUODQGVDUH LQWHUHVWLQJ IRURWKHU VFKRODUVRI(8 WUDGHSROLWLFV DVZHOO LHZK\
VWXG\LQJ WKHPPD\EH XVHIXO IRU RWKHU EXGGLQJ VWXGHQWV RI GRPHVWLF RU (8 WUDGH
SROLWLFV
)LUVW DOWKRXJK WKH\ DUH ERWK VPDOOHU VWDWHV WKH\ DUH IRXQGLQJ PHPEHUV ZLWK D
UHSXWDWLRQRISXQFKDERYHWKHLUZHLJKWV$OWKRXJKWKLVZRXOGQHHGWREHERUQHRXW
LQ DFWXDO DQDO\VHV WKH (8OHYHO LQIOXHQFH RI LQGLYLGXDO VWDWHV WKLV UHSXWDWLRQ
LQGLFDWHVWKDWLWPDNHVPRUHVHQVHWRVWXG\WKHPUDWKHUWKDQVD\(VWRQLDRU&URDWLD
7KLV LV DOVR WUXHRI WKHLU VRFLHWDODFWRUVDV LVGLVFXVVHG LQ WKH LQWURGXFWRU\ FRXQWU\
FKDSWHUV VL[ DQG QLQH %HOJLDQ DQG 'XWFK FLYLO VRFLHW\ RUJDQL]DWLRQV DV ZHOO DV
EXVLQHVVKDYHEHHQYHU\ZHOOQHWZRUNHGDWWKH(8 OHYHOSDUWLFLSDWLQJDFWLYHO\DQG
RIWHQ SURYLGLQJ WKH OHDGHUVKLS RI QHWZRUNV VXFK DV WKH (XURSHDQ WUDGH XQLRQ
IHGHUDWLRQV RU %XVLQHVV(XURSH  6HFRQGO\ RQ WKH IDFH RI LW WKH SROLWLFV RI WUDGH LQ
WKHVH FRXQWULHV KDV IROORZHG D EURDGHU SDWWHUQ RI:HVW(XURSHDQ WUDGH SROLWLFV LQ
WKDWLWKDVVXGGHQO\EHFRPHPRUHFRQWHQWLRXV7KH\WKXVRIIHUXV¶FDVHVRI·WKHHIIHFWV
RI WKH ¶GHHS WUDGH· DJHQGD RQ VRFLHWDO DQG SDUOLDPHQWDU\PRELOL]DWLRQ 7KH DERYH
FKDUDFWHULVWLFV DOVR PHDQ WKDW WKH\ DUH DUJXDEO\ PRUH VLPLODU WR WKHLU LQIOXHQWLDO
QHLJKERUV WKDQ IRU LQVWDQFH +XQJDU\ 0DOWD RU )LQODQG 7KLUGO\ IRU DOO WKHLU
VLPLODULWLHV %HOJLXP DQG WKH 1HWKHUODQGV DOVR RIIHU D YDULHW\ WKDW LV XVHIXO IRU
LQGXFWLYHH[SORUDWRU\UHVHDUFK%HOJLXPKDVRIWHQEHHQDUJXHGWRVLWDWWKHGLYLGLQJ
OLQHRI WKH ¶1RUWK·DQG WKH ¶6RXWK· LQ(XURSH0RPHQWDULO\ WDNLQJ WKLVKHXULVWLF IRU




GHDO ZLWK &DQDGD DQ HSLVRGH ZKLFK LQ LWVHOI PHULWV VRPH GLVVHFWLRQ IURP WKH
OLWHUDWXUH7KH1HWKHUODQGVRQ WKHRWKHUKDQGKDVSRVLWLRQHG LWVHOIVTXDUHO\ LQ WKH
¶1RUWK· DQG WKXV RIIHUV XV D FKDQFH WR VWXG\ WKH EXVLQHVV LQWHUHVWV DQG GHFLVLRQ
PDNLQJ SDUDGLJPV WKDW DFFRPSDQ\ DQG FRSURGXFH VXFK D VWDQFH $OWKRXJK

 $ WUDLQ RI WKRXJKW WKDW LQ UHWURVSHFW VHHPV PLVJXLGHG LI DQ\WKLQJ EHWWHU NQRZOHGJH RI WKH
VSHFLILFLWLHVRIWKH8.·VWUDGHSROLWLFDOVSKHUHLVRIIDUPRUHLPPHGLDWHUHOHYDQFHWKDQWKDWPDQ\RWKHU
VWDWHVSUHFLVLFHO\EHFDXVHRILWVLPSHQGLQJQHJRWLDWHGGHSDUWXUH









WKDQ LQ WKHRWKHU7KHVH IDFWRUVZLOO UHFHGH WR WKHEDFNJURXQGZKLOH ,SHUIRUPP\
DQDO\VHV EXW WKH\ZLOO UHWXUQ LQ WKH ILQDO FRQFOXGLQJ FKDSWHUZKHUH , WU\ WRGUDZ
VRPHHPSLULFDODQGWKHRUHWLFDOOHVVRQVWKDWVXUSDVVP\FDVHOHYHOH[SODQDWLRQV
,QVXPPDU\




L DV GHWDLOHG FDVH VWXGLHV RI D VPDOO SDUW RI WKH SROLWLFV RI WZR LPSRUWDQW (8
SROLFLHVLLDVSLORWVWXGLHVRIGRPHVWLFDQDO\VHVRI(8WUDGHSROLF\ZKLFKVKRXOG,
DUJXH EH UHSURGXFHG LQ RWKHU FRXQWULHV DV ZHOO QRWDEO\ WKH RQHV ZH DVVXPH DUH
SROLWLFDOO\PRUH VLJQLILFDQW DQG LLL DVVWXGLHVRI WKHSROLWLFVRI WUDGH LQ%HOJLXP
DQG WKH 1HWKHUODQGV ZLWK OHVVRQV IRU WKH OREE\LQJ FDPSDLJQLQJ DQG GHFLVLRQ
PDNLQJRQIRUHLJQDQGHFRQRPLFSROLFLHVLQWKHVHFRXQWULHV
)XUWKHUPRUHDV LV ODLGRXW LQ WKH IROORZLQJ WZRFKDSWHUV WRJHWKHU WKH FDVHVWXGLHV










DWWHPSW WRH[SODLQ WKHSRVLWLRQVRI%HOJLXPDQG1HWKHUODQGV LQ WKHVRODUGXPSLQJ







OLPLWV RI WKH H[WUDSRODWLRQ WKDW ZLWKLQFDVH DQDO\VHV SHUPLW ,Q WKLV FKDSWHU , ZLOO






3URFHVV WUDFLQJ KDV LQ WKH SDVW  \HDUV SUHVHQWHG LWVHOI DV D QHZ DWWHPSW WR
UHLQYLJRUDWHTXDOLWDWLYHZLWKLQFDVH UHVHDUFK ,W KDV VWULYHG WR FRPHXSZLWKDQHZ
DQVZHU WR WKHSUREOHPRI ¶Q · FDXVDOLW\KRZFDQZHPDNHSODXVLEOHFODLPVDERXW




PHWKRGRORJLFDO OLWHUDWXUH KDV LQFUHDVLQJO\ LQFOXGHG D VHW RI PRUH SUHFLVH DQG
GHPDQGLQJHOHPHQWV7KHUHDUHYDULRXVGHILQLWLRQVEXWWKHFRUHRIDOODFFRXQWVLV¶DQ
H[DPLQDWLRQRI LQWHUPHGLDWH VWHSV LQDSURFHVV WRPDNH LQIHUHQFHV DERXWK\SRWKHVHV RQKRZ
WKDWSURFHVVWRRNSODFHDQGZKHWKHUDQGKRZLWJHQHUDWHGWKHRXWFRPHRILQWHUHVW·%HQQHWW	
&KHFNHOS ,W·VVLPLODU WRVRPHEUDQFKHVRIH[SODQDWRU\KLVWRULFDODQDO\VLV
DQG WKH UHODWLYHO\\RXQJDQGXSFRPLQJ ILHOGRI ¶DQDO\WLFDO· VRFLRORJ\ WKH\ VKDUHD
PHFKDQLVWLF DFFRXQW RI FDXVDOLW\ DQG D YDU\LQJ VNHSWLFLVP LQ UHJDUGV WR WKH
IHDVLELOLW\ RI PDFUROHYHO JHQHUDOL]DWLRQV DQG WKH VHOIVXIILFLHQF\ RI FRPSDUDWLYH




WU\LQJ WR H[SODLQ VLQJXODU RXWFRPHVRUZKHQ WKLQNLQJ DERXW KRZVXFKZLWKLQFDVH










¶:HEHULDQ· WUDGLWLRQ LQ VRFLDO VFLHQFHKDVEHHQ DQ LPSRUWDQW VRXUFH IRU DQVZHUVRQ
VRPHRIWKHVHTXHVWLRQVDVZHOODVFKXQNVRIWKHZRUNWKDWKDVEHHQGRQHLQDQDO\WLF
VRFLRORJ\ DQG KLVWRU\ 7RJHWKHU WKHVH VRXUFHV FRPELQHG LQWR WKH PHWKRGRORJLFDO
EOHQGZKLFKPRWLYDWHGDQGVWUXFWXUHGP\UHVHDUFKDQGZKLFK,ZLOOEHSUHVHQWLQJ
EHORZ
7KHVH DGGLWLRQV QRWZLWKVWDQGLQJ P\ ZRUN GRHV UHSUHVHQW DQ DWWHPSW WR WDNH WKH
FRUH WHDFKLQJVRISURFHVV WUDFLQJ VHULRXVO\7KH FXUUHQW OLWHUDWXUH LQP\H[SHULHQFH
VXIIHUV IURP DQ XQEDODQFHG ¶SUHDFKLQJ RYHU WHDFKLQJ· UDWLR ZLWK IHZ DXWKRUV
SHUIRUPLQJ WKH NLQG RI GHPDQGLQJ HYLGHQFHOHG LQYHVWLJDWLRQV WKDW WKH PHWKRG·V
WH[WERRNV VHHP WR GHPDQG )RU H[DPSOH RI WKH WKUHH W\SHV RI SURFHVV WUDFLQJ
GLVWLQJXLVKHGE\%HDFKDQG3HGHUVRQLQWKHLUERRNWKH\DFNQRZOHGJHWKDWRQH







, ZLOO VK\ DZD\ IURP PXFK RI WKH PRUH SKLORVRSKLFDO DQG PHWDWKHRUHWLFDO
GLVFXVVLRQV WKDW KRYHU DURXQG WKHVH PHWKRGV DQG ¶DSSURDFKHV· 7KHUH LV D OLYHO\
GHEDWHDERXW WKHRQWRORJLFDODQGHSLVWHPRORJLFDO IRXQGDWLRQVRIVRPHRI WKHWRSLFV
,·OO EH GLVFXVVLQJ EXW L WKHVH GHEDWHV UHPDLQ XQVHWWOHG DQG LL , KDYH , EHOLHYH
DVVHPEOHGDPHWKRGRORJ\WKDWLVYHU\FORVHWRWKHPDLQVWUHDPSURSDJDWHGE\VRPH
OHDGLQJ DXWKRUV , KDYH WKHUHIRUH OLPLWHGP\ GLVFXVVLRQ RI DQG KDYH QRW WULHG WR




WKHLU PHWKRGRORJLFDO ZRUN IRU H[DPSOH <OLNRVNL UHPDUNV WKDW ¶>«7@KH\ PDNH
XQQHFHVVDU\PHWDSK\VLFDOFRPPLWPHQWV)RUWXQDWHO\WKHUHDGHUFDQHDVLO\VNLSPRVWRIWKHVH










 3HUKDSV WKHUH DUH PDQ\ VXFK H[DPSOHV RQ WKH ZD\ KRZHYHU FRQVLGHULQJ WKH DPRXQW RI PLVVLRQDU\ ZRUN
WKH\·YHGRQHLQWKHSDVWIHZ\HDUV




LQ D UHYLHZRI WKH OLWHUDWXUH WKHUH LV ¶DOPRVW DQ RYHUDEXQGDQFH RI GHILQLWLRQV· RIZKDW
FRQVWLWXWHV PHFKDQLVWLF VRFLDO VFLHQFH DQG WKH\ VKRZ WKDW HYHQ VRPH RI WKH PRVW
FLWHG FRQFHSWXDOL]DWLRQV DUH TXLWH GLVVLPLODU $ FHQWUDO IHDWXUH RI DOO RI WKHP
KRZHYHULV¶DQHPSKDVLVRQPDNLQJLQWHOOLJLEOHWKHUHJXODULWLHVEHLQJREVHUYHGE\VSHFLI\LQJ
LQ GHWDLO KRZ WKH\ZHUH EURXJKW DERXW >«7@KH LGHD WKDWPHFKDQLVP H[SODQDWLRQV LGHQWLI\




+HGVWU|P	%HDUPDQ/LWWOH $FFRUGLQJ WR WKHVHDXWKRUVPHFKDQLVPV
FRQVLVW RI ¶HQWLWLHV· WKDW EULQJ DERXW FKDQJH E\ HQJDJLQJ LQ ¶DFWLYLWLHV·ZKHUHE\ WKH
RXWFRPH SURGXFHG GHSHQGV RQ WKH ¶SURSHUWLHV DQG DFWLYLWLHV RI WKH HQWLWLHV DQG WKH
UHODWLRQVEHWZHHQWKHP·,Q%HDFKDQG3HGHUVRQ·VWUDQVODWLRQZKLFK,ZLOOEHIROORZLQJ
PHFKDQLVPVWKXVGHVFULEHWKHVWHSVWKDWDWKHRUHWLFDOFDXVDOUHODWLRQEHWZHHQ;DQG
< LV H[SHFWHG WR JR WKURXJK ¶KRZ GRHV ; SURGXFH <· ZKHUHE\ HDFK VWHS RI WKLV
PHFKDQLVPFDQEHFRQFHSWXDOL]HGDV¶HQWLWLHV·SHUIRUPLQJ¶DFWLRQV·(YHU\SDUWRIWKH
PHFKDQLVP LV DQ LQVXIILFLHQWEXW QHFHVVDU\SDUW RI WKH UHODWLRQEHWZHHQ; DQG<
7KH\RIIHUWKHIROORZLQJH[DPSOHEDVHGRQGHPRFUDWLFSHDFHWKHRU\

0HFKDQLVWLF SURFHVVWUDFLQJ WKXV HQWDLOV PRUH WKDQ SURGXFLQJ FKURQRORJLFDO
QDUUDWLYHVRIHYHQWV,WLVEXLOWDURXQGWKHRUHWLFDOPHFKDQLVPVZKLFKFDQLQSULQFLSOH
EH FDUULHG DFURVV FDVHV ¶>PHFKDQLVPV DUH@ FRQVWHOODWLRQ>V@ RI HQWLWLHV DQG DFWLYLWLHV













&DXVDO PHFKDQLVPV DUH QRW WKH RQO\ DSSURDFK WR FDXVDOLW\ DQG HYHQ WKHLU
SURSRQHQWV DFNQRZOHGJH WKDW WKH\ DUH QRW LQKHUHQWO\ QHFHVVDU\ WR PDNH FDXVDO
FODLPV*HUULQJ+HGVWU|P	<OLNRVNL<OLNRVNL+RZHYHUWKH\GR




$OWKRXJK LW LV  SRVVLEOH WR PDNH FDXVDO FODLPV ZLWKRXW XVLQJ PHFKDQLVPV IRU
H[DPSOHWKURXJKFRXQWHUIDFWXDOUHDVRQLQJXQSDFNLQJWKHWUDMHFWRU\IURP;WR<LQ
WKLV ZD\ FDQ VWUHQJWKHQ RXU WUXVW LQ ;· UHOHYDQFH 7KLV ZD\ WKH\ KHOS ZLWK
GLVWLQJXLVKLQJ VSXULRXV FRUUHODWLRQ IURP FDXVDWLRQ EHFDXVH ZH FDQ GHPRQVWUDWH
WKURXJKZKDWSURFHVV;PLJKWEHLQIOXHQFLQJ<+HGVWU|P	<OLNRVNL<OLNRVNL
 ,PSRUWDQWO\ HVSHFLDOO\ IRU WKH ¶H[SODQDWRU\· YDULHW\RI SURFHVV WUDFLQJ WKDW ,




KRZ JHQHUDO LV WKH FDXVDO UHODWLRQ LQ D YDULHW\ RI ¶ZKDW LI· VFHQDULR·V DQG DFURVV
FRQWH[WV<OLNRVNL"7KHVH¶ZKDWLIV·UHIHUWRDGHEDWHWKDW,ZLOOUHWXUQWRQHDU
WKH HQG RI WKLV VHFWLRQ ZKDW LV WKH UHODWLRQVKLS EHWZHHQ PHFKDQLVPV DQG
FRXQWHUIDFWXDOV RU LQ RWKHU ZRUGV WKH UHODWLRQVKLS EHWZHHQ ¶ZK\"· ¶KRZ"· DQG
¶ZKDWLI"·
,Q VXPPHFKDQLVWLF DFFRXQWV VWUHQJWKHQ RXU FRPSUHKHQVLRQ RI VRFLDO SKHQRPHQD
EH\RQG WKH LPPHGLDWH FDXVDO UHODWLRQ EHWZHHQ ; DQG < ¶>W@KH DFFRXQW RI D FDXVDO
PHFKDQLVP LQWHJUDWHV DQ LVRODWHG SLHFH RI FDXVDO NQRZOHGJH ZLWK D PXFK ODUJHU ERG\ RI
NQRZOHGJH DQG KHOSV XV WR DQVZHUPDQ\ QDWXUDO IROORZXS TXHVWLRQV DERXW WKH FRQGLWLRQV
XQGHU ZKLFK WKH FDXVDO GHSHQGHQF\ KROGV >«@  ,Q WKLV ZD\ WKH PHFKDQLVP H[SDQGV RXU
DELOLW\ WR DQVZHU ZKDW LI TXHVWLRQV LH LW GHHSHQV RXU XQGHUVWDQGLQJ· +HGVWU|P 	
<OLNRVNL  <OLNRVNL  S  $V WKLV TXRWH LQGLFDWHV PHFKDQLVPV LQ
FRPELQDWLRQZLWKFRXQWHUIDFWXDOWKLQNLQJVHHEHORZFDQDOVRKHOSXVGHDOZLWKWKH
SUREOHPRIH[WUDSRODWLRQ DQGZLWK OLQNLQJ ODUJHU1 HJ4&$RU VWDWLVWLFDOZRUN
DQGVLQJXODUFDVHV,WLVPXFKHDVLHUWRDVVHVVWKHUHOHYDQFHRIDFHUWDLQJHQHUDOL]DWLRQ
LILWVXQGHUO\LQJPHFKDQLVPKDVEHHQXQSDFNHGWKLVWHOOVXVZKDWPLFURSURFHVVHVWR
LQYHVWLJDWH LQ RUGHU WR EHWWHU XQGHUVWDQG KRZ D PDFURSURFHVV ZLOO EHKDYH LQ
FKDQJLQJ FRQWH[WV %HQJWVVRQ	+HUWWLQJ :HEHU 7RJLYH DQ H[DPSOH
ZH VKRXOGQ·W EH FRQWHQWZLWK WKH FDXVDO VWDWHPHQW WKDW ¶EXVLQHVV OREE\LQJ KDG DQ
LQIOXHQFHRQSROLF\·ZHVKRXOGVWULYHWRXQSDFNWKHPHFKDQLVPEHFDXVHZHZDQWWR
NQRZ KRZ WKLV ZRUNHG LQ SUDFWLFH EXW DOVR EHFDXVH VWXG\LQJ WKH PHFKDQLVP RI
EXVLQHVVOREE\LQJ ZLOO LQFUHDVH RXU XQGHUVWDQGLQJ RI WKH ZD\ GHFLVLRQ PDNLQJ
ZRUNVRIKRZEXVLQHVVLVDEOHWRZLHOGLQIOXHQFHDQGZK\RIWKHRWKHUIDFWRUVWKDW
DUH SXVKLQJ IRU LQIOXHQFH DQG WKXV WKH OLPLWV RI WKH ¶EXVLQHVV· IDFWRU HW FHWHUD
HQDEOLQJXVWRDOVRDQVZHUTXHVWLRQVOLNH¶ZKDWZRXOGWKHSROLF\KDYHEHHQZLWKRXW







VHUYLFH KDG KDG D VWURQJHU SUHIHUHQFH RI LWV RZQ· 3URFHVV WUDFLQJ WKHUHIRUH DOVR
DOORZVXVWRFKHFNKRZ¶VWURQJ·WKHOLQNZDV¶ZRXOGEXVLQHVVKDYHZLHOGHGLQIOXHQFH
LIWKHFRQWH[WKDGEHHQVOLJKWO\GLIIHUHQW"·
,W PLJKW VHHP DV LI VXFK DQ DSSURDFK WR FDXVDOLW\ PD\ DJDLQ OHDG WR DQ LQILQLWH
UHJUHVV%HQQHWW	&KHFNHOHDFKOLQNEHWZHHQVRPHHQWLW\DFWLRQDQGDQRWKHU
HQWLW\DFWLRQ FRPELQDWLRQ FDQ DOZD\V EH IXUWKHU EURNHQ GRZQ FRQVLVWV RI IXUWKHU
¶ZK\·V· DQG ¶KRZV· +RZHYHU WKLV QHHG QRW EH WKH FDVH ¶IRU D PHFKDQLVP WR EH
H[SODQDWRU\LWLVQRWUHTXLUHGWKDWWKHHQWLWLHVSURSHUWLHVDQGDFWLYLWLHVWKDWLWDSSHDOVWRDUH
WKHPVHOYHV H[SODLQHG 7KH RQO\ UHTXLUHPHQW LV WKDW VXFK HQWLWLHV SURSHUWLHV DQG DFWLYLWLHV
UHDOO\ H[LVW WKHLU H[SODQDWLRQ LV D VHSDUDWH TXHVWLRQ· +HGVWU|P	 <OLNRVNL  )RU
H[DPSOHIRUDOREE\LQJPHFKDQLVPWRPDNHVHQVHZHGRQRWQHFHVVDULO\DOVRKDYHWR
H[SODLQZK\FHUWDLQJURXSVH[LVWHGZK\WKH\ZHUHDEOHWRXVHFRPSXWHUVWRVHQGRXW
SUHVV UHOHDVHVZK\ WKHUHZHUH QHZVSDSHUV SUHVHQW WR UHDG WKHLU SUHVV VWDWHPHQWV
ZK\WKH\VSRNHWKHVDPHODQJXDJHZK\DQ\RQHERXJKWWKHSDSHUDGLQI,WFDQEH
VXIILFLHQW WR HVWDEOLVK GHSHQGLQJRQ RXU WKHRU\ WKDW VRPH OREE\LVWV JRW LQYROYHG
VWDUWHGDPHGLDFDPSDLJQDQGLQIOXHQFHGSROLF\2ULIZHZDQWDPRUHILQHJUDLQHG




DQ LVVXH RI SXEOLF GHEDWH WKDW SROLF\ PDNHUV DOWHUHG WKHLU FRVWEHQHILW DQDO\VLV RI
HQDFWLQJ WKHSROLF\DQG WKDW WKH\ WKHQGHFLGHG WRDEDQGRQ LW $V<OLNRVNL DUJXHV
WKHUH LVDOVRDFRJQLWLYHGLPHQVLRQ WR WKLVSUREOHP7KHPDUJLQDOYDOXHRIGHOYLQJ
GHHSHU LQWR DQ H[SODQDWLRQ FDQ GHFUHDVH DQG HYHQ WXUQ QHJDWLYH ,QFOXGLQJ WKLQJV
WKDW DUH SHUKDSV QRW FRUH WR WKH FDXVDO OLQN RQHZDQWV WR LQYHVWLJDWH FDQ EHPRUH




7KLV UHODWHV WR GHEDWHV RYHU WKH UHTXLUHG DPRXQW RI ¶XQSDFNLQJ· 7KH H[WHQW RI
UHTXLVLWH WKHRUHWLFDODQGHPSLULFDOGHWDLORI WKHPHFKDQLVP LH WKHH[WHQW WRZKLFK
WKHEODFNER[EHWZHHQ;DQG< LV FXW LQWRYDULRXV WKHRUHWLFDO VWHSV WKDW HDFKKDYH
HPSLULFDO PDQLIHVWDWLRQV GLIIHUV DFURVV DSSURDFKHV 6RPH RI WKH YDJXHQHVV
VXUURXQGLQJ WKH PHFKDQLVWLF DSSURDFK *HUULQJ  EHFRPHV DSSDUHQW ZKHQ
GLVFXVVLQJZKDWWKLVVKRXOGDFWXDOO\ORRNOLNHDQGZKLFKDPRXQWRIGHWDLOLWVKRXOG
LQYROYH %HDFK DQG 3HGHUVHQ WKHPVHOYHV WU\ WR GLVWLQJXLVK EHWZHHQ ¶PLQLPDOLVW·
XQGHUVWDQGLQJV RI PHFKDQLVPV DQG ¶V\VWHP· XQGHUVWDQGLQJV ,Q WKH PLQLPDOLVW
YHUVLRQ WKHUH LV VWLOO D ORIW RI ZKDW WKH\ FDOO ¶JUH\ER[LQJ· WKH FDXVDO UHODWLRQVKLS
EHWZHHQ;DQG<LVQRWIXOO\XQSDFNHGWKHUHLVDKLQWRIDPHFKDQLVPEXWVKDOORZ








,QP\RZQUHVHDUFK ,KDYHRSWHGIRUDPL[WXUHDGHWDLOHG LQYHVWLJDWLRQRI ORRVHO\
GHOLQHDWHGWKHRUHWLFDOPHFKDQLVPV$OWKRXJK,ZLOOVWLSXODWHDQXPEHURIQHFHVVDU\
VWHSV HJ WDNLQJ D SRVLWLRQ GR VRPH OREE\LQJ JDLQLQJ DFFHVV WR SROLF\ PDNHUV








+RZ FDQ XQSDFNLQJPHFKDQLVPV KHOS XV WR EHWWHU XQGHUVWDQG D FDVH LQ SUDFWLFH"
:KDW LV WKH JRDO RI WKLV NLQG RI UHVHDUFK"$QGZKDW LV WKH UHODWLRQ EHWZHHQPRUH
JHQHUDO WKHRULHVDQGFDVHVSHFLILFHOHPHQWV"+HUH%HDFKDQG3HGHUVHQ·VGLVWLQFWLRQ
EHWZHHQ WKHRU\WHVWLQJ WKHRU\EXLOGLQJ DQG H[SODQDWRU\ SURFHVV WUDFLQJ LV YHU\
KHOSIXO
,Q WKHRU\WHVWLQJ SURFHVV WUDFLQJ ZH NQRZ ERWK RXU RXWFRPH DQG D SRWHQWLDO
GHWHUPLQDQWDQGKDYHDSODXVLEOHPHFKDQLVP OLQNLQJ WKHPZKLFKZHZDQW WR WHVW
$OWKRXJK WKLV PHFKDQLVP LV GHGXFHG IURP D WKHRU\ WKH DFWXDO HPSLULFDO
PDQLIHVWDWLRQH[SHFWDWLRQVFDQEHFDVHVSHFLILF7KLVLQFOXGHVDQLQGXFWLYHHOHPHQW
¶KRZZRXOGZHH[SHFWWKLVWKHRU\WRSOD\RXWLQWKHFXUUHQWFRQWH[W·"7KHDPRXQWRI
FDVHVSHFLILFLW\ DOVR GHSHQGV RQ KRZ GHWDLOHG WKH WKHRU\ LV IURP ZKLFK WKH
PHFKDQLVP ZDV GHULYHG $ WKHRU\ WHVWLQJ SURFHVVWUDFLQJ LV VXSSRVHG WR EH YHU\
QDUURZ WKH JRDO LV QRW WR H[SODLQ WKH RXWFRPH RU WR KDYH YDULRXV WKHRULHV
¶FRPSHWH·EXWPHUHO\WRWHVWZKHWKHURQHRUPRUHWKHRULHVLVDUHSODXVLEOHJLYHQ
WKHHYLGHQFH%HDFK	3HGHUVHQ,QWKHRU\EXLOGLQJSURFHVVWUDFLQJZH
VWDUW IURP D FRUUHODWLRQ EHWZHHQ GHWHUPLQDQW DQG RXWFRPH RU HYHQ MXVW ZLWK DQ
RXWFRPH ZLWKRXW NQRZLQJ ZKDW WULJJHUHG LW 7KH JRDO LV WKHQ WR FRPH XS ZLWK D
PHFKDQLVPDIWHU LQYHVWLJDWLQJ WKH FDVH WU\LQJ WR DVVHVVZKHWKHU VRPHGDWD FDQEH
¶HYLGHQFH RI· D FHUWDLQ FDVH$V WKH\ DUJXH WKLV LV DQ ¶LWHUDWLYH DQG FUHDWLYH· SURFHVV
ZRUNLQJIURPH[LVWLQJWKHRU\DQG¶KXQFKHV·DOWKRXJKWKLVVKRXOGDUJXDEO\KDYHUHDG
¶SUREDEO\ ZRXOG EH· VLQFH WKH\ DGG WKDW WKHUH DUH FXUUHQWO\ QR H[DPSOHV RI VXFK
WUDFHVEHLQJSHUIRUPHGLELG,QERWKYDULDQWVWKHJRDOVRIWKHWUDFHVJREH\RQGWKH
LQYHVWLJDWHG FDVHV WKH JRDO LV WR VD\ VRPHWKLQJ DERXW D WKHRU\ZKLFK FDQ DOVR EH
DSSOLHGWRRWKHUFDVHV

 %HDFK DQG 3HGHUVHQ FODLP WKDW WKLV GLIIHUHQFH EHWZHHQ FRQJUXHQFH DQDO\VLV DQG SURFHVV WUDFLQJ UHIOHFWV
GLIIHULQJRQWRORJLFDOFRPPLWPHQWVDQGWKH\DUJXHWKDWWKHUHLVDFOHDU¶FXWRII·SRLQWEHWZHHQFRQJUXHQFHDQDO\VLV
DQGSURFHVV WUDFLQJ ,GRQRWILQG WKLVPHWDWKHRUHWLFDO IRXQGDWLRQFRQYLQFLQJKRZHYHU LW·VFOHDUO\DPDWWHURI
GHJUHHVDQGWKHDPRXQWRIXQFHUWDLQW\ZH·UHZLOOLQJWRDFFHSWLQUHJDUGVWRVRPHFDXVDOFODLPVDQGQRWRWKHUV
7KLVDOVRVHHPVOLNHLW·VILUPO\WLHGWRWKHSODXVLELOLW\RIWKHFODLPVZH·UHLQYHVWLJDWLQJ
 7KH\GLVWLQJXLVK EHWZHHQ WKHSURFHVVWUDFLQJDQG FRQJUXHQFHDQDO\VLVYDULDQWVRI WKHVH WKUHH W\SHV EXW ,·P
LJQRULQJWKLVGLVWLQFWLRQKHUH




$V , KDYH PDGH FOHDU P\ LQWHUHVW LV QRW SULPDULO\ LQ WKHRU\ WHVWLQJ RU WKHRU\
EXLOGLQJEXWLQH[SODLQLQJRXWFRPHV+RZHYHU,WKLQNERWKWHVWLQJDQGEXLOGLQJDUH
SDUWRIDQH[SODQDWRU\DQDO\VLVDQGWKHGLVWLQFWLRQLVQRWWKDWFULVS)HZUHVHDUFKHUV
ZLOOEHFRQWHQW WR MXVW OLPLW WKHPVHOYHVWRHLWKHUQDUURZO\WHVWLQJD WKHRU\ZLWKRXW
VWULYLQJWRIXUWKHUH[SODLQWKHRXWFRPHRUFRPLQJXSZLWKDQH[SODQDWRU\QDUUDWLYH
RI D VLQJXODU FDVH ZLWKRXW WKLQNLQJ WKURXJK LWV LPSOLFDWLRQV IRU VLPLODU HYHQWV RU
PRUHJHQHUDOWKHRULHV
7KHJRDOLQDQH[SODLQLQJRXWFRPHVSURFHVVWUDFLQJLVQRWWKHRU\FHQWHUHGWKHFDVH
LV QRW FKRVHQ EHFDXVH LW LV D ¶FDVH RI· D FHUWDLQ SKHQRPHQRQ IRU ZKLFK ZH·UH
GHYHORSLQJ D PRUH JHQHUDO WKHRU\ 7KH JRDO LV UDWKHU WR FRPH WR D ¶VXIILFLHQW·
H[SODQDWLRQ RI DQ RXWFRPH LQFOXGLQJ HQRXJK GHWHUPLQDQWV WR DFFRXQW IRU DQ
RXWFRPHZLWKRXWDGGLQJVXSHUIOXRXVSDUWV$VWKH\SRLQWRXWVXFKDVWXG\LVPRUH
DNLQ WR D KROLVWLF KLVWRULFDO VWXG\ DOWKRXJK LW  ¶XVXDOO\ LQYROYHV PRUH JHQHUDOL]HG
WKHRUHWLFDO FODLPV WKDQ KLVWRULDQV IHHO FRPIRUWDEOH ZLWK ,Q DGGLWLRQ H[SODLQLQJRXWFRPH






PHFKDQLVP RUSHUKDSV FHDVH RXU LQYHVWLJDWLRQ DQG H[SODLQ WKH RXWFRPHXVLQJ WKH
LGLRV\QFUDWLF LQWHUYHQWLRQ $V WKH\ DUJXH WKH PHFKDQLVPV KHUH DUH PRUH OLNH
¶KHXULVWLFV·UXOHVRIWKXPEWKDWSRLQWXVWRZDUGVSODXVLEOHH[SODQDWLRQVWKH\PD\EH
DEDQGRQHG RU PRGLILHG LQ RUGHU WR ILW WKH FDVH %HDFK 	 3HGHUVHQ   7KH
VW\OL]HGUHVHDUFKSURFHVVIRUWKLVW\SHSURFHHGVDVIROORZVZHILUVWORRNIRUDOUHDG\
H[LVWLQJUHVHDUFKWKDWKDVLQYHVWLJDWHGRXURXWFRPHRU WKDWKDVGHOYHG LQWRDVSHFWV
ZH EHOLHYH PD\ EH UHOHYDQW IRU H[SODLQLQJ RXU RXWFRPH :H WKHQ DVVHPEOH DQG
FRPELQHDQXPEHURISODXVLEOHWKHRULHVDQGDGDSWWKHPWRWKHFRQWH[WRIRXUFDVH
)LQDOO\ZHLQYHVWLJDWHWKHVHWKHRULHVLQWKHFDVHDGDSWLQJRXUWKHRUHWLFDOIUDPHZRUN





WUDGLWLRQ WKDW WKLV H[SODQDWLRQRULHQWHG W\SH RI UHVHDUFK GHULYHV IURP WKHRU\ LV
FRQVLGHUHGDVDKHXULVWLF WRRO +DPPHUVOH\D E5LQJHU 7KLV
SUDJPDWLF DSSURDFK WR WKHRU\ GHULYHV IURP WKH RSHQQHVV RI WKH VRFLDO ZRUOG WKH





 , WKLQN WKLV TXRWH DJDLQ SRLQWV RXW WKDW %HDFK DQG 3HGHUVHQ DUH H[DJJHUDWLQJ WKH GLIIHUHQFH LQ RQWRORJLFDO
¶ZRUOGYLHZ·RI WKHYDULRXVNLQGV RISURFHVV WUDFLQJ VLQFH FOHDUO\QRQH RI WKHDSSURDFKHVKDVD IXQGDPHQWDOO\
GLIIHUHQWXQGHUO\LQJYLHZRIWKHH[LVWHQFHRIWKHQDWXUHRI WKHVRFLDOZRUOGWKHUHLVURRPLQDOODSSURDFKHVIRU






DQ\JHQHUDO VHQVHEH\RQG WKHLUEHLQJ IXQFWLRQDO LQSDUWLFXODUH[SODQDWLRQV· +DPPHUVOH\
S+RZHYHU DV5LQJHU DQRWKHU:HEHULDQH[SODLQVDOWKRXJK WKLVPHDQV
VRFLDO VFLHQFH VKRXOG VWULYH IRU VRPHWKLQJ OHVV GHPDQGLQJ WKDQ XQLYHUVDO ODZV LW
VKRXOGQRWJLYHXSLWVTXHVWIRU¶UXOHVRIH[SHULHQFH·¶LPSHUIHFWHPSLULFDOJHQHUDOL]DWLRQV
LQFRPSOHWHO\ XQLYHUVDO DQG OHVV ULJRURXVO\ IRUPXODWHG WKDQ IXOOIOHGJHG VFLHQWLILF ODZV· ,Q
WKLVVHQVHWKLVWUDGLWLRQDJDLQFRPHVYHU\QHDUWRWKH¶PLGOHYHOWKHRUL]LQJ·WKHRULHV
WKDW ZH RQO\ H[SHFW WR IXQFWLRQ LQ D ERXQGHG VHW RI FRQWH[WV HPEUDFHG E\
PHFKDQLVWLF VRFLDO VFLHQFH /LWWOH  'HHS NQRZOHGJH RI D FDVH DQG ¶VFKRROHG
LPDJLQDWLRQ·PD\ EH HVVHQWLDO EXW WKH UHOLDELOLW\ DQG FRPSUHKHQVLYHQHVV RI FDXVDO
FODLPVZLOO GHSHQG RQ ¶ZKDW >ZH@ NQRZ DERXW UHFXUUHQW FRQQHFWLRQV· 5LQJHU  S
$QGDOWKRXJKZHPD\EHFRQWHQWWRFRPHWRDQLGLRV\QFUDWLFH[SODQDWLRQLQD
FHUWDLQ FDVH WKH JRDO VKRXOG DOVR EH WR WU\ DQG GLVWLQJXLVK QRLVH IURP VLJQDO LQ D
GLIIHUHQWVWHSRIWKHUHVHDUFKF\FOHSURJUDP+RZHYHUWKHVH¶UXOHVRIH[SHULHQFH·HW
FHWHUDDUHQHYHUWKHJRDOWKHPVHOYHVEXWDOZD\VDPHDQVWRDQH[SODQDWRU\HQG
7KHUHIRUH DV VXJJHVWHG LQ WKH SUHYLRXV SDUDJUDSK DQG DV %HDFK DQG 3HGHUVHQ
WKHPVHOYHVVHHPWRDFNQRZOHGJHWKLVH[SODQDWRU\YDULHW\ LQIDFWHQFDSVXODWHVERWK
WKHRU\WHVWLQJ DQG WR D OHVVHU H[WHQW WKHRU\EXLOGLQJ SURFHVV WUDFLQJ:H QHHG WR
PDNHDGHFLVLRQRQZKDWH[SODQDWLRQVWRORRNIRUDQG,WKLQNWKDWWKLVFDQZHOOWDNH
WKHIRUPRIDVHULHVRI WKHRU\WHVWVHVSHFLDOO\LI WKHUH·VDOUHDG\D ORWRIH[SODQDWRU\
WKHRU\WREXLOGRQZKLFK,WKLQNLVWKHFDVHLQWKHOLWHUDWXUHRQWUDGHSROLWLFV
,Q P\ DWWHPSW WR FRPH XS ZLWK D VXIILFLHQW H[SODQDWLRQ , KDYH FKRVHQ WR WHVW D
OLPLWHG VHW RIPHFKDQLVPVZKLFKZHUH FKRVHQ EDVHG RQ WZR FULWHULD )LUVW WDNLQJ
LQWRDFFRXQWWKHFDVHVDVZHOODVWKHH[LVWLQJOLWHUDWXUHRQWUDGHSROLWLFVWKHVHWKHRULHV
VHHPHGOLNHWKH\FRXOGSODXVLEO\DFFRXQWIRUWKHRXWFRPH%XWVHFRQGO\HYHQLIWKH\
ZHUH WR EH GLVFRQILUPHG WKHQ VHHLQJ ZK\ WKHVH WKHRULHV IDLOHG WR H[SODLQ WKH
RXWFRPH E\ XQSDFNLQJ WKHPHFKDQLVP ZRXOG VWLOO EH D YDOXDEOH H[HUFLVH 5DWKHU
WKDQ FRQWLQXLQJ XQWLO , KDYH D IXOO\ VXIILFLHQW H[SODQDWLRQ KRZHYHU , ZLOO HQG E\
UHIOHFWLQJ RQ WKH LQHYLWDEOH GHILFLHQFLHV RIP\ DFFRXQW LQP\ FRQFOXVLRQV LW·V KHUH
WKDW , DOVR DWWHPSW WR LQWHJUDWH VRPH IXUWKHU FDVHVSHFLILF IDFWRUV H[WHUQDO WR WKH
PHFKDQLVPVDQGWKLQNRXWORXGDERXWZKDWRWKHUWKHRULHVPLJKWKDYHEHHQXVHIXO
,ZLOOQRZOHDYH WKHVHPRUH IRXQGDWLRQDODVSHFWVEHKLQGPHWRIRFXVRQWKHDFWXDO
FRQGXFW RIP\ DQDO\VLV+RZ FDQZH DFWXDOO\ SHUIRUPZLWKLQFDVH FDXVDO VWXGLHV"
+HUH WKH YDOXH RI WKH FXUUHQW SURFHVV WUDFLQJOLWHUDWXUH FRPSDUHG WR VRPH RI WKH
PRUHSKLORVRSKLFDOPHFKDQLVWLFVRFLDOVFLHQFHOLWHUDWXUHIURPKLVWRU\RUVRFLRORJ\LV
JUHDWHVW VLQFH LW KDV WKRXJKW WKURXJK D VHW RI YDOXDEOH PHWKRGRORJLFDO LGHDV WKDW

$FFRUGLQJ WR 5LQJHU WKHUH·V DFWXDOO\ QR HVFDSLQJ WKLV 5HSHDWHG XVH RI ¶KHXULVWLFV· ZLOO RFFXU H[SOLFLWO\ RU
LPSOLFLWO\ DV VRRQ DV ZH DWWHPSW WR H[SODLQ VRPH HYHQWV 7KLV LV ZK\ KHUH LV QR VXFK WKLQJ DV DWKHRUHWLFDO
QDUUDWLYHVS
 7KLV DOVR FUHDWHV FOHDU VSDFH HYHQ LQ WKLV WUDGLWLRQDOO\ FDVHRULHQWHG WUDGLWLRQ IRU DYLUWXRXV FRPELQDWLRQRI
ZLWKLQ DQG FURVVFDVH RU HYHQ VWDWLVWLFDO ZRUN DV SURSDJDWHG DOVR E\ VRPH H[SRQHQWV RI WKH SURFHVVWUDFLQJ
OLWHUDWXUH$QLPSRUWDQWILJKWRYHU:HEHU·VOHJDF\LVVLWXDWHGKHUHZKDWNLQGVRINQRZOHGJHFDQZHXVHWRDVVHVV
FDXVDOFODLPVLQ WKH:HEHULDQWUDGLWLRQFRXQWHUIDFWXDOV"0RUHVSHFLILFDOO\ WKLVILJKWKDVEHHQRYHUWKHXVHRI
FURVVFDVH FRPSDULVRQV VWDWLVWLFV DQG ODZOLNH JHQHUDOL]DWLRQV ¶QRPRORJLFDO NQRZOHGJH· , IHHOPRVW FRPIRUWDEOH
ZLWK5LQJHU·V DQG+DPPHUVOH\·V  E DQGRWKHUV LQWHUSUHWDWLRQRI:HEHUDJDLQVW WKDWRIHJ






DOORZ XV WR FKHFN ZKHWKHU D FHUWDLQ PHFKDQLVP ZDV ¶DW ZRUN· LQ SURGXFLQJ DQ
RXWFRPH
 
0HFKDQLVPEDVHG H[SODQDWLRQV DUH PRUH WKDQ ¶PHFKDQLVPEDVHG VWRU\WHOOLQJ· >«@
EHFDXVHWKH\QHHGWRRIIHUHYLGHQFHRIWKHPHFKDQLVPUXQQLQJLWVFRXUVHDQGQHHGWR
VKRZZK\ VRPH FRPSHWLQJ PHFKDQLVPV ZHUH QRW HTXDOO\ SODXVLEOH +HGVWU|P 	
<OLNRVNL7KHSURFHVVWUDFLQJ OLWHUDWXUHKDVGHYHORSHGVRPHYHU\XVHIXO WRROV
IRUSHUIRUPLQJWKLVNLQGRIZLWKLQFDVHLQYHVWLJDWLRQ&RPELQLQJ%D\HVLDQ WKLQNLQJ
DERXW SUREDELOLW\ZLWK WKH HYLGHQFHW\SRORJ\ RI 9DQ(YHUD  DQG OLQNLQJ WKLV
ZLWK WKHRUWKRGR[ WKLQNLQJRQYDOLGLW\ DQG UHOLDELOLW\ LQTXDOLWDWLYHGHVLJQV%HDFK





%D\HVLDQ IRUPXODV ZLWK QXPEHUV %HQQHWW  WKHLU IRUHPRVW XVH DV DOVR
DGYRFDWHG E\ %HDFK DQG 3HGHUVHQ LV DFWXDOO\ MXVW LQ PDNLQJ H[SOLFLW D ZD\ RI
WKLQNLQJDERXWUHVHDUFKDQGLVWKXVLVPRUHLQIRUPDODQGKHXULVWLFEXWQRQHWKHOHVV
KHOSIXOLQWKLQNLQJDERXWWKHRU\HYLGHQFHDQGREMHFWLYHQHVV
,Q D %D\HVLDQ DQDO\VLV ZH VWDUW IURP D FHUWDLQ LGHD DERXW KRZ WKH ZRUOG ZRUNV
ZKLFK ZH WKHQ WU\ WR ¶WHVW· E\ FROOHFWLQJ HYLGHQFH 7KLV HYLGHQFH LV LQ LWVHOI QRW
VWUDLJKWIRUZDUGEXWDOVRVXEMHFWWRDQDQDO\VLVKRZSRZHUIXOLVLWKRZPXFKGRHVLW
WHDFKXVDERXWWKHWUXWKIXOQHVVRIRXUWKHRU\"+RZUHOLDEOHLVLW"$VZHZLOOVHHWKHUH




RXU EHOLHI LQ WKH FODLPEHIRUHZH FROOHFWHG HYLGHQFH RXUVHOYHV WKHSULRU DQG WKLV
HVWLPDWLRQRIWKHWUXWKIXOQHVVRIRXUFODLPLVDOWHUHGE\HYLGHQFH²LQSDUWLFXODUZKHQ
WKLVHYLGHQFHZDV¶VXUSULVLQJ·7KHPRUHLPSUREDEOHDSLHFHRIHYLGHQFHLVWKHPRUH
RXU SRVWHULRUZLOO EH DOWHUHG LIZH WKHQ GR ILQG WKLV HYLGHQFH FHWHULV SDULEXV 6R
VXUSULVLQJHYLGHQFHLVPRUHSRZHUIXO%HDFK	3HGHUVHQ%HQQHWW
7KHSRZHURIHYLGHQFHWRDOWHURXUEHOLHILQVRPHFDXVDOFODLPLWV¶SUREDWLYHYDOXH·
LV WLHG WR WKHH[WHQW WRZKLFKDFHUWDLQSLHFHRIGDWDRUSHUKDSV WKHDEVFHQFHRIDQ
¶HPSLULFDO ILQJHUSULQW·ZH KDG H[SHFWHG WR ILQG HLWKHU VXSSRUWV RU FRQWUDGLFWV RXU
WKHRU\ 9DQ (YHUD  GLVWLQJXLVKHG WZR GLPHQVLRQV RI LPSRUWDQFH KHUH
XQLTXHQHVV DQG FHUWDLQW\ RI HYLGHQFH P\ GLVFXVVLRQ LV DJDLQ EDVHG RQ %HDFK 	
3HGHUVHQ%HQQHWW%HQQHWW	&KHFNHO
8QLTXHQHVV VLJQLILHV WKH DPRXQW RI FRQILUPDWRU\ YDOXH RI D FHUWDLQ HPSLULFDO






VXSSRUWV RXU WKHRU\ DQG QR RWKHU DQG ILQGLQJ LW LV DQ LQGLFDWLRQ WKDW RXU FODLP
PDNHV VHQVH1RW ILQGLQJ WKH HYLGHQFH KRZHYHU GRHV QRW QHFHVVDULO\ WHOO XVPXFK
EHFDXVHLWFDQEHDXQLTXHEXWDWWKHVDPHWLPHKLJKO\XQOLNHO\ XQFHUWDLQSLHFHRI
HYLGHQFH
)RU H[DPSOH  LI ZH EHOLHYH D ORFDO JRYHUQPHQW KDV DOWHUHG LWV SROLF\ EHFDXVH RI
FRUUXSWLRQ WKDQ D IRU H[DPSOH EXVLQHVVIULHQGO\ SROLF\ VKLIW LV LQ LWVHOI QRW YHU\
XQLTXHWKHUHDUHPDQ\FRPSHWLQJH[SODQDWLRQVIRUVXFKDVKLIW,IRQWKHRWKHUKDQG
ZHWKLQNWKDW ORFDOSROLWLFLDQVSURPLVHGRYHUWKH WHOHSKRQHIRU H[DPSOH OREE\LVWV
WKDWWKH\ZRXOGDOWHUSROLF\LQH[FKDQJHIRUDEDJRIPRQH\WKDQWKLVLVDIDUPRUH
XQLTXHSUHGLFWLRQZHZRXOGQHYHUEHDEOH WR ILQGVXFKDQH[SOLFLWGHDOXQOHVVRXU




6HFRQG WKHUH LV WKH DPRXQW RI ¶FHUWDLQW\· ZKDW SLHFH RI HYLGHQFH VKRXOG ZH
GHILQLWHO\ILQGWRPDNHVXUHRXUFODLPGRHVQRWEHFRPHQRQVHQVLFDO",QRWKHUZRUGV
ZKDWLIZHILQGDQDEVHQFHRISUHGLFWHGHYLGHQFH"7KLVGLPHQVLRQLVFOHDUO\OLQNHGWR
GLVFRQILUPDWLRQRXU FODLPSUHGLFWV WKDWZHVKRXOGFHUWDLQO\ ILQG WKH ILQJHUSULQW ,I
ZHGRQRW ILQG WKLV SLHFH RI HYLGHQFH WKLV FDQ DOVR LQFOXGH ¶DEVHQFH RI DEVHQFH RI
HYLGHQFH;·WKHQWKLVLVDVWURQJLQGLFDWLRQWKDWRXUFODLPGRHVQRWPDNHVHQVH2Q
WKH RWKHU KDQG ILQGLQJ WKH SLHFH RI HYLGHQFH RQO\ VDIHJXDUGV RXU WKHRU\ IURP
IDOVLILFDWLRQ LW GRHVQRW LQ LWVHOI WHOO XV LW·VDOVR WUXH QR FRQILUPDWRU\YDOXH WKHUH




LLL WKHUH DUH DW OHDVW VRPH WUDFHV RI VRPH VRUW RI DWWHPSW DW LQIOXHQFLQJ GHFLVLRQ
PDNLQJ PHHWLQJV ZLWK SROLF\ PDNHUV SXEOLF VWDWHPHQWV SUHVV UHOHDVHV EULEHV
PDUFKHV«7KHSUHVHQFHRIWKHVHHOHPHQWVZRXOGDVVXFKQRWQHFHVVDULO\SURYHRXU
OREE\ WKHRU\ LV FRUUHFWEXW WKHLU DEVHQFHPLJKW WULJJHU IDOVLILFDWLRQ1RWHKRZHYHU


























¶6WUDZLQWKHZLQG· WKHVH ¶WHVWV· DUH QRW YHU\ FHUWDLQ DQG QRW YHU\ XQLTXH 7KLV
PHDQVWKDWE\ILQGLQJWKHPZHRQO\GHOLYHUDOLWWOHELWRIFUHGHQFHWRRXUFODLPVDQG
WKDW WKHLU DEVHQFH LV RQO\ D OLWWOH SUREOHPDWLF $ ODUJH DPRXQW RI VXFK PLVVLQJ
HYLGHQFHFRPELQHGFDQRIFRXUVHKDYHPRUHSUREDWLYHYDOXH
([DPSOH RQH LQWHUYLHZHH WKDW UHPDUNV WKDW D VXUSOXV RQ WKH WUDGH EDODQFH LV RI YLWDO



































WKHGLIIHUHQW NLQGVRI HYLGHQFH DUHQRW WKH VDPH DV WKH YDULRXV IRUPVRI ¶GDWD·ZH




6HTXHQFHHYLGHQFH WKH FKURQRORJ\ RI HYHQWV FDQ EH D SLHFH RI HYLGHQFH )RU
H[DPSOH LI SROLF\ZDV DOWHUHG EHIRUH LQWHQVLYHPHHWLQJV ZLWK OREE\LVWV WKHQ WKLV
FRXQWHUVH[SODQDWLRQVWKDWEXLOGRQVXFKOREE\LQJ
7UDFHHYLGHQFH WKH H[LVWHQFHRFFXUUHQFH RI D FHUWDLQ REMHFWHYHQW FDQ LQ LWVHOI EH
HYLGHQFH )RU H[DPSOH D WUDQVFULSWLRQ RI D PHHWLQJ SURYHV WKLV LW WRRN SODFH D
WUDQVIHURIIXQGVFDQEHUHJLVWHUHGDQGSURYHVPRQH\FKDQJHGKDQGV
$FFRXQWHYLGHQFH 1RW WKH H[LVWHQFH EXW WKH FRQWHQWV RI D FHUWDLQ
GRFXPHQWLQWHUYLHZ« FDQ KDYH SUREDWLYH ZRUWK )RU H[DPSOH ZKDW ZDV VDLG
GXULQJ D PHHWLQJ HJ LQ D WUDQVFULSW RU DV WROG E\ D SDUWLFLSDQW RU WKH UHDVRQV
VRPHRQHJLYHVHJLQDQLQWHUYLHZIRUWDNLQJDFHUWDLQGHFLVLRQ
3DWWHUQHYLGHQFHDQREVHUYHGSDWWHUQVWDWLVWLFDOQXPHULFDORURWKHUZLVHFDQPDNH
D FHUWDLQ FODLPPRUHRU OHVVSUREDEOH )RU H[DPSOH FLYLO VHUYDQWVGHYLDWLQJ IURPD
FHUWDLQDGPLQLVWUDWLYHSURFHGXUHWKH\QRUPDOO\IROORZPD\EHLQIOXHQFHRIOREE\LQJ
$ PRUH FRQWURYHUVLDO LQWHUSUHWDWLRQ DOVR WRXFKHG RQO\ EULHIO\ E\ %HDFK DQG
3HGHUVHQ LV WKDW QXPHULFDO RU VWDWLVWLFDO SDWWHUQV PD\ GLUHFW XV WRZDUGV FHUWDLQ









DVVHVVLQJ HYLGHQFH LV IDU IURP VWUDLJKWIRUZDUGZH DUH FRQIURQWHGZLWK DQ LQILQLWH
DPRXQWRISRWHQWLDO REVHUYDWLRQV IURPZKLFKZHKDYH WRPDNHD VHOHFWLRQ FROOHFW
GDWDDQG IURPZKLFKZH WKHQQHHG WR FKRRVH WKHGDWD WKDW FRXQWDV ¶HYLGHQFH· ,Q
GRLQJ VR ZH QHHG WR LQWHUSUHW WKH FRQWHQW RI WKHVH REVHUYDWLRQV XVLQJ RXU
NQRZOHGJHRIWKHFRQWH[WWKDWSURGXFHGWKHPZKRVD\VZKDWZKDWGRHVWKLVPHDQ
ZKDWGRHVWKLVGRFXPHQWWHOOPHZKRZURWHWKLVUHSRUWZK\LVP\UHVSRQGHQWXVLQJ
WKLV WXUQRISKUDVHZK\DUHQ·W , ILQGLQJ WKLVPHHWLQJ·VPLQXWHVHWFHWHUD7KHQZH










WKHRU\ RQ WKH RWKHU KDQG LIZH FDQ FURVVFKHFN KLVKHU QDUUDWLYH E\ XVLQJ RWKHU
LQGHSHQGHQWVRXUFHVLQWHUQDOGRFXPHQWVRWKHUDFWRUVWHOOLQJWKHVDPHWDOH«WKHQ













WHUPV RI SULRUV ZLOO UHWXUQ WKURXJKRXW P\ LQYHVWLJDWLRQ DOWKRXJK RIWHQ PRUH
LPSOLFLWO\ ,ZLOOEHWKLQNLQJRXW ORXGDERXWKRZUHDVRQDEOHLW LV WRDFFHSWDFHUWDLQ
FODLPJLYHQFXUUHQWHYLGHQFHRUKRZUHDVRQDEOH LW LV WR LQWHUSUHWDFHUWDLQHYHQWRU
SLHFHRIGDWDLQDFHUWDLQZD\
+RZFDQZHDUULYHDWVXFKSULRUV"7KLVLVDVXEMHFWLYHH[HUFLVHHYHQLIRQHZRXOGRSW
IRU DQXPHULFDOVWDWLVWLFDO DSSURDFK:H FDQRQO\PDNH VXFKHVWLPDWLRQVEDVHGRQ
RXUWKHRUHWLFDOHPSLULFDONQRZOHGJHRIWKHFDVHRIWKHFRQWH[WRIWKH¶ZRUOG·LHWKH
H[LVWLQJOLWHUDWXUHFRPPRQVHQVH« ,QP\H[SOLFLWGLVFXVVLRQRIWKHPHFKDQLVP
OHYHO SULRU , ZLOO EXLOG RQ H[LVWLQJ UHVHDUFK RXU WKHRUHWLFDO NQRZOHGJH DQG RXU
NQRZOHGJHRI WKHFDVH WRDQVZHU WKUHHTXHVWLRQVDERXWRXU WKHRUHWLFDOSULRUV ¶L LV





,Q SUDFWLFH WKH GLYLGH EHWZHHQ SULRU DQG SRVWHULRU LV QRW XQSUREOHPDWLF $Q
LPSRUWDQW LVVXH IRU H[DPSOH LV KRZ D UHVHDUFKHU FDQ PDNH D FULVS GLVWLQFWLRQ
EHWZHHQ KLV ¶SULRU· DQG ¶SRVWHULRU· NQRZOHGJH RI D FDVH 7KH PXGG\ SUDFWLFH RI
UHVHDUFKPDNHVWKLVQHDWPHWKRGRORJLFDOFRQVWUXFWKDUGWRRSHUDWLRQDOL]HHVSHFLDOO\
VLQFHWKHUH·VFXUUHQWO\DODFNRIH[DPSOHVWKDWKDYHWULHGWRSXWLWWRZRUN








DUH RIWHQ IRUPXODWHG DIWHU DQG GXULQJ WKH HPSLULFDO ¶SKDVH· RI UHVHDUFK 7KH
UHVHDUFKHU LV PHUHO\ VWDWLQJ RQ WKLV LQWHUSUHWDWLRQ RI WKH OLWHUDWXUH DQG WKH VRFLDO
ZRUOGDQLQWHUSUHWDWLRQZKRVHSODXVLELOLW\LVWKHQXVXDOO\MXGJHGE\WKHUHVHDUFKHU
ZKRPD\ DGGKLV RZQ WKHRUHWLFDO ¶ZH VKRXOG DFWXDOO\KDYH H[SHFWHG WKLV DQG WKLV
EHFDXVH·ZHZRXOGH[SHFWWKHVHWKLQJVWRKDSSHQ$V,H[SODLQHGDERYHWKLVKHOSV
XVJDXJHWKHSODXVLELOLW\RIFHUWDLQ LQWHUSUHWDWLRQV LQWKHHPSLULFDOFDVHZRUN LWVHOI
)RUH[DPSOH LIZHWKLQNLWZDVKLJKO\SODXVLEOHEDVHGRQWKHH[LVWLQJ OLWHUDWXUHRU
SUHYLRXV SDWWHUQV LQ WKH FDVH WKDW EXVLQHVV OREELHG D FHUWDLQ GRVVLHU IRU H[DPSOH
EHFDXVHZHNQRZWKH\ZHUHYHU\LQIOXHQWLDOLQSUHYLRXVVLPLODUFDVHVRUEHFDXVHWKH















H[WHQW ZH PLJKW H[SHFW WKLV VDPH GHWHUPLQDQW WR SOD\ D UROH LQ RWKHU FDVHV RU
FRQWH[WV
,Q GRLQJ VR ,ZLOO QDWXUDOO\ EXLOG RQ WKH HYLGHQFH WKDW , FROOHFWHG LQ WKH VSLULW RI
%HDFKDQG3HGHUVHQ·VPHWKRGRORJLFDOIUDPHZRUN+RZHYHUWKHUHZLOOLQHYLWDEO\EH
JDSV LQ WKHVH FRQFOXVLRQV DQG WKH HYLGHQFHZLOO QRW DOZD\V EH DEOH WR FXW QHDWO\







DOUHDG\ HYLGHQW IURP VHFWLRQ PRVW VHHP WR WKLQN WKDW WKHUH LV LQ IDFW D YHU\
FRPSOHPHQWDU\ QDWXUH EHWZHHQ FRXQWHUIDFWXDOV DQG PHFKDQLVPV 7KH ZD\
+HGVWU|PDQG8GHKQ  DQGRWKHUV VHH LWPHFKDQLVPVGRQRW VXEVWLWXWHEXW








, FRQFXU ZLWK WKLV YLHZ RI SURFHVV WUDFLQJ DQG FRXQWHUIDFWXDOV DV EHLQJ QLFHO\
FRPSOHPHQWDU\1RW MXVW DIWHU D WKHRU\ WHVW EXW DOVR EHIRUH LQ WKH FRQVWUXFWLRQ RI
SULRUV DQG WKH FKRLFH RI WKHRULHV FRXQWHUIDFWXDOV KHOS XV DVVHVVZKHWKHU D FHUWDLQ
SRWHQWLDO FRGHWHUPLQDQWVKRXOGEH LQFOXGHGRUQRW$UJXDEO\WKLVLVDOVRKRZWKH
¶SULRU·ZRUNV ¶FRQVLGHULQJZKDWZH WKLQNZHNQRZDERXW WKH FDVHGRZH WKLQN;
HJ OREE\LQJPLJKWKDYHPDGHDGLIIHUHQFH" ,QRWKHUZRUGV ¶ZRXOG WKHRXWFRPH
KDYHEHHQWKHUHZLWKRXW;"·,QH[SODQDWRU\DQGWKHRU\EXLOGLQJUHVHDUFKWKLVLVDOVR












¶XQLTXHQHVV· RIPXFK RI WKH HYLGHQFH WKDW ,ZLOO FROOHFW ,WZLOO EH YHU\GLIILFXOW WR

























FKDUDFWHULVWLFV WKDW PDNH LQYHVWLJDWLQJ FHUWDLQ SHUVSHFWLYHV PRUH ZRUWKZKLOH WKDQ
RWKHUV




OLNHOLKRRG WKDW WKH K\SRWKHVL]HGPHFKDQLVPZDV RSHUDWLRQDO SHUIRUPHG D FHUWDLQ
¶VWHS·
7RWKHQSUREH WKHH[SODQDWRU\SRZHURIWKHVHPHFKDQLVPV ,ZLOO ILUVWSUHVHQWHDFK
FDVH·VFRQWH[WZLWKDQHPSKDVLVRQHOHPHQWVWKDWDUHHPSKDVL]HGLQWKHWKHRUHWLFDO
PHFKDQLVPDQGLWVVFRSHFRQGLWLRQV2QO\WKHQGR,PRYHRQWRWKHFDVHVWXGLHV$OO
RI WKH DERYH HOHPHQWV DUH FRPELQHG ZLWK FDVHVSHFLILF NQRZOHGJH WR SURGXFH D
¶SULRU·ZRXOGVKRXOGZHKDYHH[SHFWHGWKDWDFHUWDLQFDXVDOSDWKZD\ZDVIROORZHG




RI WKHPHFKDQLVP LI WKH VFRSH FRQGLWLRQVDUH ¶EHQHILFLDO· IRU WKHPHFKDQLVP ,ZLOO
QHHG OHVV HYLGHQFH WR FRQFOXGH LQ LWV IDYRU$IWHU HDFKPHFKDQLVP , IRUPXODWH DQ
LQWHULPFRQFOXVLRQ ZKHUH , GLVFXVV ZKHWKHU WKH PHFKDQLVPZDV QRW IDOVLILHG RU
GLVFRQILUPHGDQGZKDWH[SODQDWRU\JDSVVHHPWRUHPDLQ$IWHULQYHVWLJDWLQJDOORI
WKHPHFKDQLVPV , WU\ WR IRUPXODWH D V\QWKHVLV DQ RYHUDUFKLQJ H[SODQDWLRQ RI WKH
RXWFRPH ZHLJKLQJ WKH WKHRULHV , KDYH FKRVHQ WKHLU HYLGHQFH DQG WKHLU LQKHUHQW
OLPLWV
,Q WKH FRQFOXGLQJ FKDSWHU , ZLOO WU\ WR HVFDSH WKH ERXQGDULHV RI WKHVH VLQJXODU
VWXGLHV QRZ DOVR OHDQLQJ RQ FRPSDULVRQV DFURVV FRXQWULHV DQG FDVHV WR UXPLQDWH











LQ WKH SUHYLRXV FKDSWHU HYHQ LQ H[SODQDWRU\ FDVH ZRUN ZH QHHG QRW JR DERXW
DQVZHULQJ WKLVTXHVWLRQE\ UHO\LQJ VROHO\ RQ WKH LGLRV\QFUDWLF ¶GDWD· RI WKH FDVH DQ
VLFK7KHRU\DQGSUHYLRXVWKHRU\WHVWVFDQERWKJXLGHXVDQGLQVRPHFDVHVIXQFWLRQ
DV D VRUW RI UHIHUHH ,Q WKLV ILQDO ¶SUHHPSLULFDO· FKDSWHU , ZLOO GLVFXVV ZKDW




H[LVWLQJ ERG\ RI ZRUN 7KHVH GHWHUPLQDQWV DUH WKHQ WXUQHG LQWR WZR VHSDUDWH
PHFKDQLVPV DV ZHOO DV D QXPEHU RI ¶VFRSH FRQGLWLRQV· WKDW PDNH LW PRUH RU OHVV
SODXVLEOH WKDW WKHVH PHFKDQLVPV SOD\HG D UROH LQ FDXVLQJ WKH PHPEHU VWDWHV·
SRVLWLRQ7KHHPSLULFDO FKDSWHUV WKHQXVH WKHVHPHFKDQLVPV WR WU\DQGXQGHUVWDQG
WKH SUHIHUHQFHIRUPDWLRQ SURFHVV LQ %HOJLXP DQG WKH 1HWKHUODQGV ² ZLWKLQ &(7$
DQGVRODUEXWDOVRPRUHJHQHUDOO\
 
,Q WKH ¶FODVVLF· OLWHUDWXUH RQ WUDGH SROLF\ DQDO\VHV EXLOG RQ HFRQRPLF WKHRU\ WR
GHGXFH SUHIHUHQFHV DQG DVVXPH WKDW WUDGHSROLF\ LV IRUPHG LQ D ODUJHO\ OLQHDU
PDQQHUZLWKYRWHUVDQGRULQWHUHVWJURXSVWUDQVIHUULQJSROLF\GHPDQGVWRYRWHRU
¶EULEH·VHHNLQJSROLWLFLDQV7KLVOLWHUDWXUHGXEEHG¶RSHQHFRQRP\SROLWLFV·E\/DNH
JRWPXFKRI LWV HOHJDQFHEHFDXVHRI LWV IRFXVRQ WUDGLWLRQDO WUDGHSROLFLHV LQ
ZKLFKWKHVWDNHVZHUHUDWKHUREYLRXVGLFKRWRPRXVDQGTXDQWLILDEOH ¶ZKHUHRQWKH
RSHQFORVHGFRQWLQXXPZLOOZHHQGXSLQQDWLRQVHFWRU;JLYHQWKLVFRQVWHOODWLRQ
RI LQWHUHVWV LQVWLWXWLRQV DQG SRZHU"· +RZHYHU WUDGH SROLF\ DQG SROLWLFV KDYH
XQGHUJRQHDWUDQVIRUPDWLRQRYHUWKHSDVWGHFDGHVZLWKWKHULVHRIWKH ¶GHHS·WUDGH
DJHQGDZKLFK KDV OHG WR GLVSXWHV WKDW ORRN TXLWH GLIIHUHQW IURP WKRVH GRPLQDWLQJ
FODVVLF RSHQYHUVXVFORVHG SROLWLFV 7KH UHJXODWRU\ WXUQ LQ WUDGH KDV FRQWULEXWHG WR
WKH HQWUDQFHRIDFWRUVZKRVHSULPH FRQFHUQ LVQRW OLQNHG WRGLUHFW HFRQRPLFJDLQV
QRUWKVRXWK RUJDQL]DWLRQV HQYLURQPHQWDO 1*2V FRQVXPHU RUJDQL]DWLRQV IRRG
ZDWFKGRJVKXPDQULJKWV·DFWLYLVWVDQGRWKHUV















































































EHWZHHQ W\SHV RI DFWRUV ZKLFKZH FDQ URXJKO\ GLYLGH LQWR QRQHFRQRPLF VRFLHWDO
DFWRUV HFRQRPLF VRFLHWDO DFWRUV DQG VWDWH DFWRUV ,Q OLQH ZLWK WKH DJHQF\RULHQWHG
IRXQGDWLRQVRISURFHVV WUDFLQJ VRPHRQHVRPHWKLQJQHHGV WRGR VRPHWKLQJ ,ZLOO
EH EXLOGLQJP\H[SODQDWLRQV DURXQG WKHVH WKUHH JURXSVZKLFK ,ZLOO UHFDWHJRUL]H






,Q WKH IROORZLQJ VHFWLRQ , ZLOO EXLOG RQ WKH OLWHUDWXUH RI GRPHVWLF DQG (8 WUDGH
SROLWLFVLQFRPELQDWLRQZLWKVRPHDFWRUVSHFLILFOLWHUDWXUHWRGLVFXVVZK\DQGXQGHU
ZKDWFLUFXPVWDQFHVZHPLJKWH[SHFW WKHVHDFWRUV WRKDYHFHUWDLQSUHIHUHQFHVDERXW












:K\ GR ILUPV DQG WKHLU DVVRFLDWLRQV FDUH DERXW IRUHLJQ HFRQRPLF SROLF\" 2QH
DSSURDFK WR VWXG\LQJ WUDGH SROLF\ LV WR ORRN DW WKH UHGLVWULEXWLYH HIIHFWV RI WUDGH
IORZV ZKR LV KLW LQ ZKDW ZD\ E\ OLEHUDOL]DWLRQ" 7KH EDVLF DVVXPSWLRQ LV  WKDW
HFRQRPLF DFWRUV DUH ¶WU\LQJ WR PD[LPL]H WKHLU LQFRPHV DQG WKH TXHVWLRQ LV ZKDW WUDGH
SROLF\KHOSVWKHPWRGRWKLVEHVW·0LOQHUS
0XFKRIWKH¶FODVVLF·OLWHUDWXUHRIWUDGHSROLWLFVZDVIRFXVHGRQWKLVTXHVWLRQ,WZDV
GHGXFWLYHO\ JURXQGHG LQ HFRQRPLF PRGHOV DERXW ZKLFK DFWRUV ZRXOG IDYRU ZKDW
DPRXQWRI RSHQQHVV7KHEDVLV IRU WKHVH WKHRULHV OD\V LQQHRFODVVLFDO WUDGH WKHRU\
ZKLFKVSOLWVXSLQWRWZRRSSRVLQJSHUVSHFWLYHV2QRQHVLGHWKH6WROSHU6DPXHOVRQ
WKHRUHP HPSKDVL]HG IDFWRUDO FOHDYDJHV RYHU WUDGH SROLF\ DQG SUHGLFWHG GRPHVWLF
WUDGH FRQIOLFWV ZRXOG EH ZDJHG EHWZHHQ ODERU DJULFXOWXUH DQG FDSLWDO 7KH
QHRFODVVLFDOWKHRU\RIFRPSDUDWLYHDGYDQWDJHH[SHFWHGWKHVHIDFWRUVWREHGLYLVLEOHLQ
FOHDUZLQQHUVWKHDEXQGDQWIDFWRUDQGORVHUVWKHVFDUFHIDFWRU2QWKHRWKHUVLGH
WKH 5LFDUGR9LQHU ¶VSHFLILF IDFWRUV· PRGHO EHOLHYHG WKDW VKRUWWHUP DGMXVWPHQW
FRVWV ZHUH KLJKHU WKDQ LQ 6WROSHU6DPXHOVRQ DQG WKHUHIRUH H[SHFWHG FOHDYDJHV WR
IRUPDURXQGVHFWRUDOERXQGDULHVIRUH[DPSOHWH[WLOHVYHUVXVDXWRPRELOHV+LVFR[
E/DNH
$OWKRXJK LQ SULQFLSOH WKHVH WKHRULHV DSSOLHV WR FDSLWDO DV ZHOO DV ODERU EXW DOVR
FRQVXPHU JURXSVPRVW RI LW KDV IRFXVHG RQ ILUPV DQG RUJDQL]HG EXVLQHVV0XFK
UHVHDUFK KDV VSHFLILFDOO\ IRFDOL]HG DURXQG WKH GLVWLQFWLRQ EHWZHHQ ¶OLEHUDO· DQG
¶SURWHFWLRQLVW·IRUFHV7KHSUDFWLFDOWUDQVODWLRQRIWKLVZRUNLQWKHSROLWLFDOHFRQRP\
RI WUDGHKDVEHHQWRGLIIHUHQWLDWHEHWZHHQ ¶LPSRUWGHIHQVLYH·DQG ¶H[SRUWRIIHQVLYH·
RU ¶WUDGH GHSHQGHQW· ILUPV DQG LQGXVWULHV ,Q WKH IRUPXODWLRQ RI *RXUHYLWFK
¶(FRQRPLFDFWRUVDWWKHFXWWLQJHGJHRILQWHUQDWLRQDOFRPSHWLWLRQDUHOLNHO\WRVXSSRUWSROLFLHV
WKDWSURPRWHRSHQWUDGLQJQRWRQO\IRUWKHLURZQSURGXFWVEXWPRUHJHQHUDOO\IRULQWHQVLILHG







KDYH EHHQ LQWURGXFHG WKDW VKRXOG EH WDNHQ LQWR DFFRXQW ZKHQ GHGXFLQJ DFWRUV·










WUDGH IORZV DOVR DIIHFW WUDGH SROLWLFV EHFDXVH GRPHVWLF DQG IRUHLJQ YDULHWLHV DUH
LPSHUIHFW VXEVWLWXWHV WUDGH GRHV QRW QHFHVVDULO\ PHDQ FRPSDQLHV DUH SXW RXW RI
EXVLQHVVE\IRUHLJQFRPSHWLWRUVSURGXFLQJVLPLODUJRRGV,QRWKHUZRUGVWKHPRUH
WUDGLQJ FRXQWULHV ORRN DOLNH WKH ELJJHU WKH VKDUH RI LQWUDLQGXVWU\ WUDGH DQG WKH
VPDOOHU WKH UHGLVWULEXWLYH HIIHFWV DQG KHQFH WKH SROLWLFDO LPSOLFDWLRQV FDXVHG
GLIIHULQJIDFWRUHQGRZPHQWV.RQR3RPIUHW ¶1HZQHZWUDGHWKHRU\·
KDVPRYHG HYHQ IXUWKHU DZD\ IURP WKH FODVVLF IDFWRUDO YHUVXV VHFWRUDOPRGHOV E\
HPSKDVL]LQJWKHUROHRILQGLYLGXDOILUPV%DVHGRQPRUHUHILQHGHPSLULFDOZRUNRQ
WKH DFWXDO ¶FRQGXFW· RI WUDGH IORZV LW KDV DUJXHG WKDW LW LQPDQ\ FDVHV LW GRHV QRW
PDNHVHQVHWRVSHDNRIDVHFWRU·VWUDGHSUHIHUHQFHVLQFHWKHUHDUHODUJHLQWUDLQGXVWU\
GLIIHUHQFHV ,W LV RIWHQ RQO\ D VPDOO JURXS RI ODUJH KLJKO\ SURGXFWLYH DQG RIWHQ
PXOWLQDWLRQDO ILUPV WKDW HQJDJH LQ H[SRUWV DQG LPSRUWV VHH %RPEDUGLQL  LQ
0LOQHUS
,QUHFHQW\HDUVPXFKRIWKHHPSLULFDODQGLQLWVZDNHSROLWLFDOHFRQRP\OLWHUDWXUH
KDV IRFXVHG RQ D SKHQRPHQRQ WKDW LV OLQNHG WR WKHVH ¶QHZ· WUDGH WKHRULHV WKH
LQWHUQDWLRQDO IUDJPHQWDWLRQRI SURGXFWLRQ VWUXFWXUHV DQG WKH ULVH RI ¶JOREDO YDOXH
FKDLQV· 7KH OLWHUDWXUH RQ ¶JOREDO YDOXH FKDLQV· DUJXHV WKDW WKH GHPDQGVLGH RI
SURWHFWLRQLVP KDV EHHQ WUDQVIRUPHG LQ UHFHQW GHFDGHV DV ERXQGDULHV EHWZHHQ
¶GRPHVWLF· DQG ¶IRUHLJQ· LQGXVWULHV KDYH IDGHG VR KDYH WKH FRDOLWLRQV GHPDQGLQJ
SURWHFWLRQLVP ,I WKH IRUHLJQ FRQWHQWRID FRXQWU\·V RU VHFWRU·V RU ILUPV· H[SRUWV LV
KLJK¶H[SRUWVUHTXLUHLPSRUWV·WKHQDFFHVVWRFRVWHIILFLHQWLPSRUWVZLOOEHDFUXFLDO
GHWHUPLQDQW RI LWV WKHLU FRPSHWLWLYHQHVV 7KHVH H[SRUWV PLJKW WKHPVHOYHV EH
LQWHUPHGLDWHV XVHG LQ IDFWRULHV DEURDG FRPELQHG WR SURGXFH JRRGV WKDW DUH
VXEVHTXHQWO\ UHLPSRUWHG IRU ILQDO FRQVXPSWLRQ :KHQ ORRNLQJ DW WUDGH IURP DQ
LQWHJUDWHG YDOXHDGGHG SHUVSHFWLYH WKLV PHDQV WKDW WUDGH SROLF\ PHDVXUHV OLNH
WDULIIVDQGDQWLGXPSLQJPHDVXUHVFDQUHGXFHWKHFRPSHWLWLYHQHVVRIWKRVHGRPHVWLF
LQGXVWULHV WKHVH LQVWUXPHQWV ZHUH GHVLJQHG WR SURWHFW XSVWUHDP DV ZHOO DV
GRZQVWUHDP $KPDG ,0) 7LPPHU/RV6WHKUHU	GH9ULHV  ,Q
VKRUW ¶µEHJJDUWK\QHLJKERXUµ VWUDWHJLHV FDQ WXUQ RXW WR EH ´EHJJDU WK\VHOI




WR ¶NQRZ· WKHLU LGHDO SROLF\ $V FDQ EH VHHQ IURP <RXQJ·V WDEOH KH GLVWLQJXLVKHV
EHWZHHQ WUDGLWLRQDO DQG ZKDW KH FDOOV ¶FRPPHUFLDO· WUDGH SROLWLFV VHUYLFHV
LQWHOOHFWXDO SURSHUW\ ULJKWV LQYHVWPHQW FRPSHWLWLRQ SROLF\ JRYHUQPHQW
SURFXUHPHQW7KHVH LVVXHVKDYH VHHSHG LQWR WKH WUDGHSROLF\DUHQD VLQFH WKHV
ZKHQVRPHVHFWLRQVRI8QLWHG6WDWHV·EXVLQHVVVWDUWHGSXVKLQJIRUDEURDGHQLQJRI
WKH WUDGH DJHQGD HVSHFLDOO\ LQ VHUYLFHV DQG WKHUHIRUHGRPHVWLF UHJXODWLRQV :ROO
 $SDUW IURP WKH HQJDJHPHQW RI D YDULHW\ RI QHZ DFWRUV LQ WUDGH SROLF\
GLVFXVVHGEHORZ WKLVH[SDQVLRQRI WKHWUDGHDJHQGDKDVDOVRPDGHLW HYHQPRUH
GLIILFXOW IRU ILUPV WR NQRZZKDW·VZKDW ¶,Q DQ LQFUHDVLQJO\ FRPSOH[ WHFKQLFDO DQG
SROLWLFL]HG WUDGHSROLF\ HQYLURQPHQW GRPHVWLF WUDGHUHODWHG LQWHUHVWV ILQG LW LQFUHDVLQJO\

 $FFRUGLQJ WR*LOOLJDQ  LQ .RQR  KRZHYHU WKLVPD\ DOVR LQGXFH ILUPV WR UHTXHVW YDULHW\VSHFLILF







WUDGHSROLF\ DVZHOO DV RQZKDW VWUDWHJLHV FRXOG EHVW VHUYH VXFKSXUSRVH· 3ROHWWL S

,QRWKHUZRUGVWKHUHLVDGLVWLQFWSRVVLELOLW\WKDWHYHQILUPVDQGVHFWRUVZLWKFOHDU
LQWHUHVWVPRGHOZLVH LQFHUWDLQWUDGHSROLFLHVDUHQRWDZDUHRI WKHVHSROLFLHV RU
DUHQRWLQIRUPHGDERXWWKHLUVWDNHLQWKHSROLF\RUGRQRWFDUHRUHVSHFLDOO\LQWKH
FDVHRI VPDOOHU ILUPV GRQRW KDYH WKH WHFKQLFDO FDSDFLW\ WR IXOO\ XQGHUVWDQGZKDW
WKHLU VWDNH LV DJDLQ TXRWLQJ *RXUHYLWFK ¶7KHUH LV FRQVLGHUDEOH DPELJXLW\ DERXW
HFRQRPLFUHDOLW\DQGDPELJXLW\SHUPLWVGLIIHUHQW LQWHUSUHWDWLRQV'LIIHUHQWXQGHUVWDQGLQJV
RUPRGHOVRIDVLWXDWLRQVKDSHWRGLIIHUHQWFDOFXODWLRQVRIWKHFRVWVDQGEHQHILWVRIDFWLRQVLWV
RSSRUWXQLWLHV DQG GLVDGYDQWDJHV DQG KHQFH RI EHKDYLRU >«@ 7R WKH H[WHQW WKDW HFRQRPLF
UHDOLW\ LV XQFHUWDLQ²ZKLFK LQ UHDO OLIH LVQHDUO\ DOZD\V FRJQLWLYH HOHPHQWV DIIHFW GHFLVLRQ
PDNLQJ· *RXUHYLWFK  S 7KLV ¶DQDO\WLFDO· GLPHQVLRQ RI PDWHULDO WUDGH
LQWHUHVWV VKRXOG PDNH XV FDXWLRXV DERXW GHGXFLQJ SUHIHUHQFHV IURP HFRQRPLF
IXQGDPHQWDOV LW·VSRVVLEOHWKDWILUPVSHUFHLYHWKHLU LQWHUHVWVYHU\GLIIHUHQWO\IURP
ZKDWWKHPRGHOVSUHGLFWRUWKDWWKH\DUHRYHUZKHOPHGE\WKHFRVWVRIFDOFXODWLQJD
SRVLWLRQ DQG WKHUHIRUH UHIUDLQ IURP JHWWLQJ LQYROYHG ,Q IDFW WKLV RSWLRQ ZDV D
VWDQGDUG LI VRPHZKDW LPSOLFLW HOHPHQW RI WKH FODVVLF SROLWLFDO HFRQRP\ RI WUDGH
ZKHUH LWZDVRIWHQDUJXHG WKDW IRU ¶GLIIXVH· LQWHUHVWV WKHFRVWVRIPRQLWRULQJZHUH
WRR JUHDW SUHYHQWLQJ WKHP IURP NQRZLQJ DQG DFWLQJ RQ WKHLU SUHIHUHQFHV  $V
$QGUHDV'UKDV DUJXHG IRU H[DPSOH LW LV LQ UHDOLW\ TXLWHXQOLNHO\ WKDW H[SRUWLQJ
LQWHUHVWVZLOOEHDFWLYHO\OREE\LQJIRUQHZPDUNHWRSHQLQJVLWLVYHU\FXPEHUVRPHWR
FRQVWDQWO\ EH RQ WKH ORRNRXW IRU SRWHQWLDO RSSRUWXQLWLHV DEURDG DQG WUDGH
QHJRWLDWLRQV DUH D YHU\ XQFHUWDLQ DQG WLPHFRQVXPLQJ RUGHDO PRELOL]DWLRQ LV
WKHUHIRUHFRVWO\DQGULVN\ ,W·VIDUHDVLHUWRWULJJHUJURXSV LIPDUNHWVWKDW WKH\KDYH
DOUHDG\ SHQHWUDWHG HLWKHU GRPHVWLFDOO\ RU DEURDG DUH WKUHDWHQHG 'U E
0RUH JHQHUDOO\ WKH WUDGLWLRQDO OLWHUDWXUH KDV DUJXHG WKDW FRQFHQWUDWHG GHIHQVLYH
DFWRUV DUH IDUPRUH OLNHO\ WR EHFRPH DFWLYH LQ WUDGH SROLF\ ¶>)@LUPV ZLWK H[SDQGLQJ
PDUNHWVDQGDPSOHSURILWV WHQGWRFRQFHQWUDWHRQEXVLQHVV >«@,W LV WKH HPEDWWOHG ORVHUV LQ
WUDGHZKRJRLQWRSROLWLFVWRVHHNSURWHFWLRQ·'HVWOHUSFLWHGLQ+HURQS

$OO LQ DOO WKH WKHRUHWLFDO DQG HPSLULFDO OLWHUDWXUH RQ WKH WUDGH SUHIHUHQFHV RI
HFRQRPLFDFWRUVRIIHUVXVPDQ\XVHIXOLQVLJKWZKLFKFDQJXLGHRXUH[SHFWDWLRQVDQG
SRLQW XV WRZDUGV IUXLWIXO YHQXHV IRU HPSLULFDO UHVHDUFK ,QP\ FDVHVWXGLHV , ZDV













)URP WKH V RQ FLYLO VRFLHW\ VWDUWHG HQWHULQJ WKH WUDGH SROLWLFV· VWDJH 7UDGH
XQLRQV DQG KXPDQ ULJKWV JURXSVZDUQHG DJDLQVW WKH GHUHJXODWRU\ GDQJHUV RI WKH
QHZ ¶GHHS· WUDGH DJHQGD ZKLOH FRQVXPHU RUJDQL]DWLRQV EHFDPH LQFUHDVLQJO\
ZRUULHGRYHU WKHGLIIHUHQFHV LQ SURGXFWLRQSURFHVVHV DQG VWDQGDUGV DFURVV WUDGLQJ
SDUWQHUV XQWLO 77,3·V FKORULQH FKLFNHQV WKLV ZDVPRVW YLVLEOH LQ WKH GLVSXWHV RYHU
KRUPRQH EHHI DQG *02V DQG HQYLURQPHQWDOLVWV VWDUWHG WDNLQJ QRWH RI WKH
LQWULQVLF LPSDFW RI WUDGH RQ FOLPDWH FKDQJH DVZHOO DV HQYLURQPHQWDO UHJXODWLRQVȱ
:LQVOHWW
2QH RI WKH ILUVW ELJ PDQLIHVWDWLRQV DQG VXFFHVVHV RI WKLV QHZ RSSRVLWLRQ WR WKH
LQWHUQDWLRQDO HFRQRPLF DJHQGD WDUJHWHG WKH PXOWLODWHUDO DJUHHPHQW RQ LQYHVWPHQW
0$,ZKHQD FRDOLWLRQRIGRPHVWLF DVZHOO DV WUDQVQDWLRQDO )ULHQGVRI WKH(DUWK
::) HQYLURQPHQWDO ODERU FRQVXPHUV· DQG RWKHU JURXSV SURWHVWHG DJDLQVW WKH
PXOWLODWHUDO QHJRWLDWLRQV /DWHU WKDW GHFDGH WKH VDPH KHWHURJHQHRXV PRYHPHQWV
EXLOWRQWKHQHWZRUNVWKH\KDGIRUJHGGXULQJWKH0$,SURWHVWVLQRUGHUWRRUJDQL]H
RQH RI WKH ELJJHVW WUDGHUHODWHG PRELOL]DWLRQV WR GDWH WKH DQWL:72 SURWHVWV LQ
6HDWWOH LQ  :DOWHU  $OWKRXJK WKLV PRYHPHQW ZHQW VRPHZKDW LQWR
KLEHUQDWLRQ LQ WKH IROORZLQJ GHFDGH DQG ZDV WR D FHUWDLQ H[WHQW FRRSWHG E\ WKH
DJHQGD RI WKHLU RSSRQHQWV VHH +RSHZHOO  VRPH RI WKH ORFDO QDWLRQDO








UHJXODWRU\ EDUULHUV KDV EHHQ WZRHGJHG LW KDV DOVR GUDZQ WKH DWWHQWLRQ DQG
RSSRVLWLRQ IURP D EURDG UDQJH RI FLYLO VRFLHW\ JURXSV 7KH H[SDQGLQJ DJHQGD KDV
SXVKHGXSERWK WKH DPRXQW DQG WKH W\SHV RI LQWHUHVW JURXSVGHPDQGLQJ D VD\ RQ
WUDGHSROLF\DWWKH:72LQWKH(8DQGDWWKHQDWLRQDOOHYHO+DQHJUDDII%H\HUV	
%UDXQ+RSHZHOO-DUPDQ:DOWHU:LQVOHWW
+RZHYHU MXVW OLNH LQ WKH SUHYLRXV ¶HFRQRPLF· VHFWLRQ DQRWKHU VHW RI UHDVRQV LV
UHODWHGPRUH WR WKHRUJDQL]DWLRQDO FDSDFLWLHV DQG LQWHUHVWV RI FLYLO VRFLHW\ JURXSV
¶&ULWLFDOUHVRXUFHGHSHQGHQF\WKHRU\·KDVXQGHUOLQHGKRZFRQVWUDLQWVUHODWHGWRWLPH
DQG VDIHJXDUGLQJ WKH IXWXUH IORZ RI PRQH\ FDQ VHYHUHO\ OLPLW WKH LVVXHV DQ
RUJDQL]DWLRQIRFXVHVRQ %H\HUV	.HUUHPDQV(YHQ LIDQ LVVXH LVFRQVLGHUHG
LPSRUWDQWE\DQRUJDQL]DWLRQ·VVWDIILWPD\QRWEHVDOLHQWHQRXJKDPRQJWKHSXEOLF
RUPHPEHUV WRZDUUDQW VSHQGLQJPXFK WLPHRQ LW EHFDXVH WKLVPD\ HQGDQJHU WKH
JURXS·V ILQDQFLDO VXSSRUW $ IXUWKHU GLVLQFHQWLYH WR IRFXVLQJ RQ
LQWHUQDWLRQDO(XURSHDQ DIIDLUV FDQ FRPH IURP D GHSHQGHQF\ RQ JRYHUQPHQW








DGLIIHUHQWNLQGRI UHVSRQVLYHQHVV WRSXEOLFRSLQLRQ6LQFH FLWL]HQJURXSVGHSHQG
DQG FRPSHWH PRUH KHDYLO\ RQ SXEOLF VXSSRUW ERWK SROLWLFDOO\ DQG LQ WHUPV RI
UHVRXUFHVWKH\ZLOOIHHOPRUHLPPHGLDWHSUHVVXUHWREHUHVSRQVLYHWRVDOLHQWDIIDLUV
7KLV FDQ SURGXFH ZKDW·V FDOOHG ¶EDQGZDJRQLQJ·  LI D FDPSDLJQ VXFFHVVIXOO\ SXWV
VRPHWKLQJRQWKHSXEOLFDJHQGDPRUHDQGPRUHJURXSVZLOOZDQWWR MRLQLQZKLFK
LQ WXUQ ERRVWV WKH YLVLELOLW\ RI WKH GRVVLHUV WKHUHE\ IXUWKHU VWUHQJWKHQLQJ WKH
LQFHQWLYH WR FDPSDLJQRQ WKH LVVXH HW FHWHUD 'U	0DWHR  ,QRWKHUZRUGV
WKHVHRUJDQL]DWLRQVPD\KDYHDQXQGHUO\LQJSUHIHUHQFHIRUGHYHORSLQJDSRVLWLRQRQ
LVVXHVWKDWDUHKLJKO\VDOLHQW
6R DOWKRXJK (8 WUDGH SROLF\ PD\ KDYH EHFRPH ¶REMHFWLYHO\· PRUH LPSRUWDQW IRU




VRXUFH RI UHVRXUFHV WR GLYHU WR WKLV VXEMHFW ZKLOH ZH ZRXOG H[SHFW FLYLO VRFLHW\




H[HUW LQIOXHQFH" 7KH ODUJH DQG HYHUH[SDQGLQJ OLWHUDWXUH RQ OREE\LQJ DQG WUDGH
SROLWLFVRIIHUVDVHULHVRILQVLJKWVDQGDQJOHVWKDWFDQKHOSDQVZHUWKLVTXHVWLRQ,QWKH
OLWHUDWXUH RQ (8 WUDGH SROLF\ D VXEVWDQWLDO SDUW RI LW KDV EHHQ IRFXVHG RQ WKH
GLVWLQFWLRQ LQ WDFWLFV DQG LQIOXHQFH EHWZHHQ ¶EXVLQHVV· DQG RWKHU LQWHUHVW JURXSV
EURDGO\FRQFHLYHG VXFKDV1*2V WUDGHXQLRQVSURWHVWPRYHPHQWVHW FHWHUD LH
¶FLYLOVRFLHW\RUJDQL]DWLRQV·&62V
,ZLOOEHJLQE\GLVWLQJXLVKLQJ WZR FDWHJRULHVRI VWUDWHJLHV EHIRUHPRYLQJRQ WR D
GLVFXVVLRQRIZKHQDQGZK\VXFKVWUDWHJLHVPD\EHLQIOXHQWLDO
 
$FFHVV DOVR FDOOHG ¶LQVLGH· RU ¶TXLHW· VWUDWHJLHVRFFXU GLUHFWO\ LQ WKH VSKHUHZKHUH
SROLFLHVDUHEHLQJZURXJKWDQGGHDOVDUHEHLQJPDGH %H\HUV,QVRPHRIWKH
¶FODVVLF· PRGHOV RI WUDGH SROLWLFV WKLV G\QDPLF ZDV PRGHOHG DV D VRUW RI ¶EULEH·
RIIHUHGE\ILUPVZLWKSROLF\LQUHWXUQHJ*URVVPDQ	+HOSPDQ
,Q WKH OLWHUDWXUH RQ WUDGH SROLWLFV DQG OREE\LQJ LQ WKH (8 DV LQ WKHPRUH JHQHUDO
OLWHUDWXUHRQFRQWHPSRUDU\ OREE\LQJ &XOSHSSHU .HOOHU PDQ\DXWKRUV
DUJXH LQVWHDG WKDW WKH NLQG RI JRRG EHLQJ H[FKDQJHG LV QRW DPRQHWDU\ EULEH EXW

*HUPDQ\ DQG )UDQFH WKH\ FRQFOXGH WKDW DOWKRXJK JURXSV WHQG WR (XURSHDQL]H PRUH LI WKH (8ZLHOGV PRUH
LQIOXHQFHRYHUDUHDVWKH\FDUHDERXWWKLVHIIHFWLVLQGHHGFRXQWHUHGE\EXGJHWDU\FRPSHWLWLRQDGHSHQGHQF\RQ
GRPHVWLFVXEVLGLHVDQGDVWURQJUHOLDQFHRQLQGLYLGXDOPHPEHUVKLSIHHV
 ,WRIIHUVD FRPSOHWHPLFURSROLWLFDOHFRQRP\PRGHORI WKHJRYHUQPHQW·VGHOLEHUDWLRQVZKLFKUHYROYHDURXQG
ZHLJKLQJQDWLRQDOLQFRPHDQGFDPSDLJQFRQWULEXWLRQVIURPOREELHV7KHUHDVRQLQJRIOREE\LQJLQGXVWULHVLVDOVR
PRGHOHG WKHLU ¶EULEHV· DUH HQGRJHQRXVO\ GHWHUPLQHG E\ WKHLU VWDNH LQ SURWHFWLRQLVP 7KHPRGHO SUHGLFWV WKDW








LQWHUHVW WRPRGLI\ D SROLF\ LQ WKH SURSRVHG ZD\· .HOOHU  S :ROO DQG$UWLJDV
 FODLP WKDW WKLV G\QDPLF KDV EHHQ VWUHQJWKHQHG E\ WKHPRYH EH\RQG WDULIIV
¶UHJXODWRU\WUDGH·KDVLQFUHDVHGWKHYDOXHRINQRZOHGJHDQGH[SHUWLVHDVDUHVRXUFH
EHFDXVH RI WKH KLJK FRPSOH[LW\ DQG XQFHUWDLQW\ RI LVVXHV OLNH ,35 RU WHFKQLFDO
SURFHGXUHVZKLFKKDVLQWXUQFKDQJHGWKHUHODWLRQEHWZHHQLQWHUHVWJURXSVDQGWKH
VWDWH *RYHUQPHQW DFWRUV DUH QRZ DFWLYHO\ UHDFKLQJ RXW WR ILUPV IRU LQIRUPDWLRQ
ZKLOH EXVLQHVV LWVHOI QHHGV JRYHUQPHQWDO H[SHUWLVH WR XQGHUVWDQG ZKDW·V DW VWDNH
7KHG\QDPLFLVOHVVRQHRI¶SUHVVXUHOREE\LQJ·DQGPRUHRQHRI¶PXWXDOGHSHQGHQF\·
LELG
7KLV H[FKDQJH LV QRW DOWUXLVWLF VRFLHWDO DFWRUV JHW VRPHWKLQJ LQ UHWXUQ IRU WKLV
LQIRUPDWLRQQDPHO\VRPHFRQWURORYHUSROLFLHVSURSDJDWHGE\WKHJRYHUQPHQW,WLV
DOVRQRWSHUIHFWO\SOXUDOLVWLFFRPSDUHGWRFLYLOVRFLHW\EXVLQHVVLVXVXDOO\VHHQDVWKH
PRUH DGYDQWDJHG DFWRU LQ ¶DFFHVV VWUDWHJLHV· UHODWHG WR WHFKQLFDO HFRQRPLF LVVXHV
¶3ROLWLFLDQVGRQRWZDQWWRULVNPHVVLQJXSWKHHFRQRP\XQOHVVWKHUHLVDELJSROLWLFDOUHZDUG
IRU GRLQJ VR· &XOSHSSHU  S  VR WKH\ WHQG WR GHIHU WR WKH H[SHUWLVH DQG
H[SHULHQFHRIEXVLQHVV² HVSHFLDOO\ LI WKH LVVXHKDV ORZVDOLHQFH LELG 7KLUGO\ WKLV
H[FKDQJHLVQRWSXUHO\¶WHFKQRFUDWLF·LHLWLVPRUHWKDQXQILOWHUHGGDWDWUDQVIHUWKH
LQIRUPDWLRQ PD\ LQFOXGH LPSDFW DVVHVVPHQWV HPSOR\PHQW HIIHFWV LQYHVWPHQW RU
SURGXFWLRQ FKRLFHV LQ RWKHU ZRUGV VSHFLILF QDUUDWLYHV DERXW WKH SUREOHP DQG WKH
FRQVHTXHQFHV RI VSHFLILF VROXWLRQV WKDW PD\ LQFUHDVH WKH SUHVVXUH WR IROORZ WKH
SUHIHUHQFH RI WKH FRQVXOWHG VHFWRU &RPSDUHG WR EXVLQHVV QRQHFRQRPLF LQWHUHVWV·
DUPRU\DUJXPHQWVRYHUWKHHIIHFWVRIGHHSWUDGHUHJXODWLRQVKHDOWKHQYLURQPHQWDO
GHPRFUDWLF « QHHG WR GHULYH WKHLU IRUFH HLWKHU IURP WKH LQWULQVLF SRZHU RI WKH
DUJXPHQWV DUJXDEO\HDVLHUZLWKDZLOOLQJHDURQ WKHRWKHUVLGHRI WKH WDEOHRU E\
ZLHOGLQJDFUHGLEOHWKUHDWRIPRELOL]DWLRQDQGSROLWLFL]DWLRQ2IFRXUVH&62VPD\LQ
VRPHFDVHVDOVRSRVVHVVVSHFLILF WHFKQLFDO LQIRUPDWLRQWKDWGHFLVLRQPDNHUVUHTXLUH
)LQDOO\ WKH LQIRUPDWLRQ LV QRW QHFHVVDULO\ WLHG WR DJJUHJDWH HIIHFWV EXWPD\ IRFXV
LQVWHDGRQSROLWLFDOO\VDOLHQW¶GRPHVWLFFRQVWLWXHQFLHV·GD&RQFHLomR+HOGWDS

7KLV H[SHUWLVHGRPLQDWHG DFFHVV RI WKH (8 OHYHO LV QRW QHFHVVDULO\PLUURUHG DW WKH
GRPHVWLFOHYHODOWKRXJKVRPHUHVHDUFKLQGLFDWHVWKDWLWSOD\VDUROHDWDOOVWHSVRIWKH
GHOHJDWLRQ FKDLQ %RXZHQ  IRU H[DPSOH DUJXHV WKDW DFFHVV WR WKH&RXQFLO LV
¶ERXJKW· XVLQJ LQIRUPDWLRQ RQ GRPHVWLF LQWHUHVWV PDNLQJ WKLV WKH PRVW IUXLWIXO
FKDQQHOIRUQDWLRQDODVVRFLDWLRQVDQG¶QDWLRQDOFKDPSLRQV·ZKLOHWKH&RPPLVVLRQLV
HVSHFLDOO\RSHQWRODUJHILUPVDQG(XURSHDQDVVRFLDWLRQV+RZHYHU,ZLOOKHUHDOVR
OHDYH URRP IRUPRUHROGIDVKLRQHG WLWIRUWDW OREE\LQJ VRFLHWDO DFWRUVPD\JHW LQ
WRXFKZLWK DQGZLHOG LQIOXHQFH RYHU SROLF\PDNHUV E\ SURYLGLQJ LQIRUPDWLRQ EXW

 ,Q KLV ERRN RQ WKH SROLWLFV RI FRUSRUDWH WDNHRYHUV LQZKLFK KH VWXGLHV WKLV NLQG RI G\QDPLF LQGHWDLO
&XOSHSSHU FRPSODLQHG WKDW ¶7KH VWXG\ RI EXVLQHVVSRZHU LV FXUUHQWO\PRUHQHJOHFWHG WKDQ LWKDV EHHQ IRU WKH ODVW KDOI
FHQWXU\>«@7KHFRQFHQWUDWLRQRQEXVLQHVVLQWHUHVWVDQGWKHLUVWUXFWXUDOIRXQGDWLRQVKDVKDGDQXQLQWHQWLRQDOE\SURGXFWD
QHJOHFWRIWKHPHFKDQLVPVE\ZKLFKEXVLQHVVFRQYHUWVLWVLQWHUHVWVLQWRSROLFLHV·&XOSHSSHUSS²













DUJXHG WKDW SROLWLFDO FRQIOLFWV FDQ EHZRQ E\ H[SDQGLQJ WKH VFRSH RI FRQIOLFW DQG
LQYROYLQJSXEOLFRSLQLRQDVWUDWHJ\WKDWZRXOGEHPRVWXVHIXOWRWKHVLGHWKDWZDV
PRUH OLNHO\ RU LQ GDQJHU RI ORVLQJ D SROLWLFDO EDWWOH 6XFFHVVIXO RXWVLGH OREE\LQJ
EULQJV LQ QHZ JURXSV UDLVHV WKH SXEOLF VDOLHQFH RI DQ LVVXH DQG GLPLQLVKHV WKH
OHJLWLPDF\RI WKHRSSRQHQWVSXWWLQJSUHVVXUHRQGHFLVLRQPDNHUV WR JLYH LQ WR WKH
GHPDQGV RI JURXSV WKDW KDG ILUVW EHHQ RYHUVKDGRZHG E\ PRUH SRZHUIXO SOD\HUV
*KH\OH	'H9LOOH
8VXDOO\LW·VDVVXPHGWKDWWKLVVWUDWHJ\LVPRVWO\XVHGE\FLYLOVRFLHW\'UDQG0DWHR
  DUJXH WKDW WKLV LV LQGHHG WKH FDVH IRU D YDULHW\ RI UHDVRQV L FLWL]HQ
JURXSVDUHGHSHQGHQWRQSXEOLFDQGYLVLEOHDFWLYLW\LQRUGHUWRDWWUDFWPHPEHUVQRW




ZKHQ DQ LVVXH·V VDOLHQFH LV ORZ  ¶%XVLQHVV IUHTXHQWO\ ORVHV SROLWLFDO EDWWOHV ZKHQ WKH
JHQHUDO SXEOLF SD\V DWWHQWLRQ WR WKHP EHFDXVH ZKHQ WKH SXEOLF SD\V DWWHQWLRQ WR LVVXHV
SROLWLFDO SDUWLHV VWDUW SD\LQJ DWWHQWLRQ WR WKH RSLQLRQ RI WKHPHGLDQ YRWHU DQG VWRS SD\LQJ
DWWHQWLRQWRSRZHUIXO LQWHUHVWJURXSV· &XOSHSSHUS0RUHRYHUEXVLQHVVPD\
FDUH DERXW SXEOLF RSLQLRQ DQG PD\ VK\ DZD\ IURP SXEOLF GLVFXVVLRQV RU HYHQ
DEDQGRQ LQVLGH OREE\LQJ LI WKHLU LQYROYHPHQW LV WKUHDWHQLQJ WKHLU SXEOLF UHODWLRQV
(OLDVVRQ
2IFRXUVHWKLV¶PHGLDQYRWHU·PHFKDQLVPFDQDOVRWXUQDJDLQVWSRZHUIXOFLYLOVRFLHW\
RUJDQL]DWLRQV DQG DV .HOOHU  DUJXHV EXVLQHVVPD\ XQGHU FHUWDLQ FRQGLWLRQV
QRQHWKHOHVVPDNH VXFFHVVIXO XVH RI ¶QRLV\· SROLWLFV0RUHRYHU WKHUHPD\ DOVR EH
IUDFWXUHVZLWKLQEXVLQHVVDQGKHUHWRRVRPHJURXSVPD\VWULYHWRDWWDFKWKHPVHOYHV
WR EURDGHU FRDOLWLRQVPD\KDUDQJXH WKH OHJLWLPDF\RIRSSRVLQJ ILUPV·SUHIHUHQFHV
ODXQFKSUHVVVWDWHPHQWVHWFHWHUD)ROORZLQJWKHUHYLHZRI*KH\OHDQG'H9LOOHZH














LQ VHFWLRQ  EHWZHHQ FRQFHQWUDWHG DQG GLIIXVH DQG EHWZHHQ RIIHQVLYH DQG
GHIHQVLYHLQWHUHVWV*URXSVWKDWIDFHKLJKO\FHUWDLQORVVHVKDYHDVWURQJHULQFHQWLYHWR






RIWHQ DVVXPHG WKDW SURWHFWLRQLVW JURXSV KDYH D IDU HDVLHU WLPH HQJDJLQJ LQ WUDGH
SROLWLFV ZKLOH EHQHIDFWRUV RI IUHH WUDGH FRQVXPHUV H[SRUWHUV LPSRUWGHSHQGHQW
ILUPVKDYHDPXFKKDUGHUWLPHMRLQLQJIRUFHV7KHEHQHILWVRIWUDGHDUHPXFKPRUH
GLIIXVHDQGDFFUXH WRDYHU\KHWHURJHQHRXVJURXSZKLFKLVQRWHDVLO\PRELOL]HG LV
KDUGHU WR NHHS WRJHWKHU DQG ZKLFK ODFNV WKH UHVRXUFHV DQG XQLW\ RI DFWLRQ WR
LQIOXHQFHSROLF\,WLVHYLGHQWWKDWWKLVDUJXPHQWVGHSHQGVRQHPSLULFDOIRXQGDWLRQV
LQWHUHVWV UHVRXUFHV FKDUDFWHULVWLFV RI SURGXFWLRQRUJDQL]DWLRQ«ZKLFKZLOO QRW
QHFHVVDULO\ EH RU UHPDLQ WUXHDFURVV WLPHRU VHFWRUV2QHPDMRUXSKHDYDO VR LW LV
DUJXHG KDV EHHQ WKH LQFUHDVLQJ LQWHUQDWLRQDOL]DWLRQ RI SURGXFWLRQ DFURVV DQG
ZLWKLQ VHFWRUV ZKLFK KDV  GLVUXSWHG SURWHFWLRQLVW FRDOLWLRQV 7KLV KDV EHHQ PRVW
REYLRXV LQ WKH SROLWLFV RI WUDGH GHIHQVHV HJ DQWLGXPSLQJ ZKHUH YHUWLFDO
VSHFLDOL]DWLRQ DFURVV ERUGHUV KDV PDGH FRRUGLQDWHG OREE\LQJ PRUH GLIILFXOW
(FNKDUGW	3ROHWWL3RPIUHW
(VSHFLDOO\VLQFHWKHWXUQRIWKHFHQWXU\WKHWUDGHSROLF\OLWHUDWXUHKDVGHHPSKDVL]HG
H[FHSW LQ VWXGLHV RI WUDGHGHIHQVHV WKH VWUXJJOH EHWZHHQSURWHFWLRQLVW DQG OLEHUDO
HFRQRPLF IRUFHV DQG KDV LQVWHDG VFUXWLQL]HG WKH UHODWLYH LQIOXHQFH RI ¶EXVLQHVV·
YHUVXV ¶FLYLO VRFLHW\· JURXSV 7KHZRUNLQJ DVVXPSWLRQ KHUH LV RIWHQ WKDW WKH ODWWHU
FDPS LV ODUJHO\ XQVXFFHVVIXO IRU D QXPEHU RI UHDVRQV  &LYLO VRFLHW\ KDV OLPLWHG




:72 WKLV UHVXOWV LQ ¶FDPSDLJQ IODUHV· DURXQG JHQHUDO SULQFLSOHV UDWKHU WKDQ ORQJ
WHUP LQVLGH OREE\LQJ ZKLFK DOORZV WKHP WR LQIOXHQFH WKH DJHQGD EXW GRHV QRW
WUDQVODWH LQWDQJLEOHSROLF\HIIHFWV 'U	'H%LqYUH6WLOO VRPHVWXGLHVKDYH
VKRZQ WKDW FLYLO VRFLHW\ RUJDQL]DWLRQV FDQ EH LQIOXHQWLDO LQ FHUWDLQ FRQWH[WV 7KH
PDVVLYH ¶RXWVLGH· OREE\LQJ DJDLQVW $&7$  IRU H[DPSOH VXFFHHGHG LQ
EORFNLQJWKHDJUHHPHQWZLWKDVWURQJSXEOLFFDPSDLJQZKLFKFDXJKWLWVSURSRQHQWV
RII JXDUG DV WKH LVVXH·V UHVRQDQFH ZLWK WKH SXEOLF JUHZ PRUH DQG PRUH JURXSV
MXPSHG RQ WKH $&7$ ¶EDQGZDJRQ· EHFDXVH LI RIIHUHG WKHP DQ RSSRUWXQLW\ WR
KLJKOLJKW WKHPVHOYHV DQG WKHLU GHPDQGV %XVLQHVV KRZHYHU UHPDLQHG LQ WKH
EDFNJURXQGEHFDXVHLWZDVDIUDLGWRRSHQO\FRQIURQWWKHQHJDWLYHFDPSDLJQ'U	
0DWHR3LDQWDKDVPRUHRYHUDUJXHGWKDWRXUHYDOXDWLRQRIFLYLOVRFLHW\·VWUDGH
















.OYHUHWDOKDYHDUJXHGZHQHHG WR LQFOXGHDYDULHW\RI ¶PLGUDQJH· WKHRULHVDQG
VFRSH FRQGLWLRQV WR EHWWHU XQGHUVWDQG WKH VSHFLILF FRQWH[WXDO IDFWRUV WKDW DLGHG





DEXVLQHVVRUJDQL]DWLRQVSRNHWR WKHH[HFXWLYH LI WKHUHZHUHSOHQW\RIDFFHVVSRLQWV
DQGLIWKLVRUJDQL]DWLRQKDGDORWRIOHYHUDJHVHHEHORZ
L2QHRIWKHPRVWLPSRUWDQWVFRSHFRQGLWLRQVLVWKDWRIWKH¶VRIWQHVV·RIWKHVWDWHWKH




WKH SROLF\ SURFHVV LQ RUGHU WRZLHOG LQIOXHQFH $JDLQ WKLV OLWHUDWXUH KDV WR ODUJH
H[WHQW EHHQ EXLOW DURXQG WKH ILJKWV EHWZHHQ SURWHFWLRQLVW DQG SURWUDGH LQWHUHVW
JURXSVRYHUWDULIISROLFLHVRIWHQILQGLQJWKDWWKDWSURWHFWLRQLVWSUHVVXUHVJURZDVWKH
DPRXQWRI¶DFFHVVSRLQWV·WRSROLF\PDNHUVLQFUHDVHVLELG+RZHYHUWKHEDVLFLGHDLV
JHQHUDOO\DSSOLFDEOH LQFOXGLQJ WR WKHFDPSDLJQLQJDQG OREE\LQJE\QRQHFRQRPLF
DFWRUVSROLWLFLDQVRUFLYLOVHUYDQWVQHHGWRDFWXDOO\KHDULQWHUHVWJURXS·VGHVLUHVDQG
WKHPRUHGHFLVLRQPDNLQJDFWRUVWKDWDUHDFFHVVLEOH WKHPRUHOLNHO\ LW LVWKDWRQHRI
WKHPZLOODOVRWU\DQGWDNHWKHVHVRFLHWDOGHPDQGVLQWRDFFRXQW
9DQGHU9OHXWHQ·VFLWHGLQ$ORQVGLVWLQFWLRQEHWZHHQWKUHHGHWHUPLQDQWV
RI GRPHVWLF ¶VRIWQHVV· LV KHOSIXO LQ WKLQNLQJ WKLV WKURXJK +H VHSDUDWHV
¶FHQWUDOL]DWLRQ· ¶WKH V\VWHP RI LQWHUHVWPHGLDWLRQ· DQG ¶H[HFXWLYHOHJLVODWLYH





PD\ LQ WXUQFULSSOH WKHDVVRFLDWLRQV WKDWDUH VXSSRVHG WR UHSUHVHQW WKHLU VHFWRUV· LQWHUHVWVZKLOH FURVVVHFWRUDO
RUJDQL]DWLRQVDUHOLNHO\WREHIDFHGZLWKWRRPXFKZLWKLQEXVLQHVVKHWHURJHQHLW\WRPDNHWKHLULQSXWYHU\XVHIXO
LHVSHFLILFHQRXJKIRUGHFLVLRQPDNHUV
 6HYHUDOZRUNVKDYH LQ WKLV OLJKW XQGHUOLQHG WKH LQFUHDVLQJEXUHDXFUDWL]DWLRQ· RISROLF\PDNLQJDQGSROLF\
PDNHUV·JURZLQJLQVXODWLRQIURPSUHVVXUHJURXSV&KRUHYIRUH[DPSOHZKRDUJXHVWKDWWUDGHSROLF\LQWKH
86ZDVEXUHDXFUDWL]HGSXWLQ WKHKDQGVRIGRPHVWLFDQGHYHQWXDOO\ LQWHUQDWLRQDODGPLQLVWUDWLRQV WKDWIDYRUHG
IUHHWUDGH$VLPLODUDUJXPHQWKDVEHHQPDGHDERXWWKHGHOHJDWLRQRIWUDGHSRZHUVWRWKH(8$FFRUGLQJWRWKH
WKHRU\ RI ¶FROOXVLYH GHOHJDWLRQ· SXWWLQJ WUDGH LQ WKH KDQGV RI D VXSUDQDWLRQDO DFWRUZDV VXSSRVHG WR SURGXFH






WKHUH D OHDGPLQLVWU\" $UH PXOWLSOH JRYHUQPHQWV LQYROYHG" 7KH PRUH VXEOHYHOV
DQGH[HFXWLYHDFWRUVPLQLVWHUVSULPHPLQLVWHUV«WKDWJHWWRKDYHDVD\IRUPDOO\
RURWKHUZLVHLQWKHVWDWH·VSRVLWLRQWKHPRUHYHWRDQGDFFHVVSRLQWVDUHFUHDWHGDQG
WKHZHDNHU WKH VWDWHZLOO EH YLVjYLV D YDULHW\ RI VRFLHWDO GHPDQGV7KH V\VWHPRI
LQWHUHVWPHGLDWLRQ UHIHUV WR WKH FODVVLF GLVWLQFWLRQ EHWZHHQ SOXUDOLVP DQG
FRUSRUDWLVPDQGHYHU\WKLQJLQEHWZHHQ7RZKDWH[WHQWGRVRFLHWDOJURXSVKDYHDQ
LQVWLWXWLRQDOL]HGVD\RYHU WKHFRXUVHRISROLF\" ,V WKHJRYHUQPHQWIRUFHG WRFRQVXOW
ZLWK WKHP" ,V WKHUH D WUDGLWLRQ RI VXFK GHOLEHUDWLRQV" 'R WKH\ SHUKDSV JHW WR FR
GHWHUPLQHWKHVXEVWDQFHRIWKHSROLF\RUGRWKH\SOD\DUROHLQLWVLPSOHPHQWDWLRQ"
$QG LI VRZKLFKZKDWNLQGRI DQGKRZPDQ\JURXSVJHW DFFHVV WR WKLV V\VWHP"
$UJXDEO\WKHPRUHDGKRFWKHUROHRILQWHUHVWJURXSVWKHELJJHUWKHOHHZD\IRUWKH
JRYHUQPHQW WRRQO\FRQVXOWDFWRUV WKDWVXSSRUW LWVSUHIHUUHGSRVLWLRQDQGWKHPRUH
SUHFDULRXV WKHVH JURXSV· YHWR DQG DFFHVV SRLQWV )LQDOO\ H[HFXWLYHOHJLVODWLYH
UHODWLRQV¶LQGLFDWHWKHGHJUHHWRZKLFKSDUOLDPHQWFRQVWLWXWHVDQDFWRUZKRVHRSLQLRQVWKH
JRYHUQPHQW KDV WR WDNH LQWR DFFRXQW· $ORQV S  $ VWURQJHUSDUOLDPHQWZLOO
ZHDNHQ WKHSRWHQWLDORI WKHH[HFXWLYH WRGRDV LWSOHDVHVDQGZLOODOVR LQFUHDVH WKH
UROHRIVRFLHWDODFWRUV LI WKHSDUOLDPHQW VLPXOWDQHRXVO\ IXQFWLRQVDVDQDFFHVVSRLQW





RZQ VWXG\ , ZLOO IXUWKHU EURDGHQ WKH QRWLRQ RI ¶DFFHVV SRLQWV· , ZLOO GR WKLV E\
GLVWLQJXLVKLQJEHWZHHQ¶LQVLGH·FKDQQHOVZKHUHVRFLHWDODFWRUVVSHDNGLUHFWO\IDFHWR




WKH H[HFXWLYH LQGLUHFWO\ WKURXJK VRPH NLQG RI LQWHUPHGLDU\ 7KH WKUHH RXWVLGH
YHQXHV WKDW , ZLOO FRQVLGHU DUH ¶WKH SUHVV· ¶WKH SDUOLDPHQW· DQG ¶WKH SXEOLF· 6LQFH
WUDGHSROLF\PDNLQJLVGRPLQDWHGE\WKHH[HFXWLYH,ZLOOFRQFHLYHDVWKHOHJLVODWXUH
DVDSRWHQWLDO¶RXWVLGH·DFFHVVSRLQWIRULQWHUHVWJURXSV,ZLOOVSHDNRIVRFLHWDOIRUFHV
KDYLQJ ¶DFFHVV· WR WKH SDUOLDPHQW LI WKH\ VXFFHHG DW JHWWLQJ WKHLU PHVVDJH WKURXJK
03·V TXHVWLRQV DQG LQWHUSHOODWLRQV6HFRQGO\ ,ZLOO GLVFXVV JURXS·V DFFHVV WR WKH

$JDLQ,·PXVLQJWKHVHFODVVLILFDWLRQVLQDVRPHZKDWORRVHUZD\WKDQ$ORQV
 ,Q $ORQV· ZRUN WKHVH HOHPHQWV DOO GHWHUPLQH WR ZKDW H[WHQW WKH JRYHUQPHQW6WDWH FDQ JLYH SULRULW\ WR LWV
LQWHUQDWLRQDOFRQVLGHUDWLRQVRYHUGRPHVWLFFRQVLGHUDWLRQV$ORQVS0\IRFXVLVEURDGHUJRYHUQPHQWV


















H[WHQW RQ LQWHUHVW JURXSV· SHUFHLYHG DFFHVV WR 	 LQIOXHQFH RYHU WKHPHGLD WKHVH
RIIHU LPSRUWDQW FKDQQHOV IRU FRPPXQLFDWLQJ ZLWK DQG SXWWLQJ SUHVVXUH RQ
SROLF\PDNHUVDVZHOO DV WKHZLGHUSXEOLF)LQDOO\ LQIOXHQFHRYHU WKHSXEOLF FDQEH
MXVWDV LPSRUWDQW LIZHDVVXPHWKDWSROLF\PDNHUVNQRZDQGFDUHDERXW WKHSXEOLF








LQ WXUQ UHOLHV RQ WKH VDOLHQFH RI WKH LVVXH ¶>KLJK FRPSOH[LW\@ PDNHV LW GLIILFXOW IRU
SROLWLFLDQV WR FKDOOHQJH WKH H[SHUWLVH RI EXVLQHVV OHDGHUV DQG >ORZ VDOLHQFH@ ORZHUV WKHLU
LQFHQWLYHWRLQYHVWLQUHGUHVVLQJWKHLULPEDODQFHRINQRZOHGJH·&XOSHSSHUS
LL7KHVHFRQGGLPHQVLRQ LV WKDWRI ¶UHFHSWLYLW\·7KHVWDWH FDQSUHIHU WRKHDU IURP
VRPHJURXSVUDWKHUWKDQRWKHUVDQGEHPRUHUHFHSWLYHWRVRPHDFWRUVDQGSRVLWLRQV
WKDQRWKHUV%XLOGLQJRQ-HVVRS5D]DFDOOVWKLVWKH¶VWUDWHJLFVHOHFWLYLW\·RIWKH
VWDWH 5D]D  , GLVFXVV WKH VRXUFHV RI VXFK VHOHFWLYLW\ SROLWLFDO FDOFXODWLRQ
LGHRORJ\ « LQ WKH VHFWLRQ RQ SROLF\ PDNHUV· SUHIHUHQFH $JDLQ PXOWLSOH DFFHVV
SRLQWV FDQ KHOS DFWRUV HYDGH VXFK VHOHFWLYLW\ DW RQH OHYHO D PLQLVWU\ D VXEVWDWH
JRYHUQPHQW D SDUOLDPHQW « VRPH DXWKRUV KDYH IRU LQVWDQFH DUJXHG WKDW FLYLO
VRFLHW\ KDV EHHQ PRVW VXFFHVVIXO ZKHQ WDUJHWLQJ WKH VXEQDWLRQDO OHYHO 5D]D KDV
DUJXHG WKDW WKH (8·V VWURQJ ¶QHROLEHUDO VHOHFWLYLW\· LV KLJKO\ SUREOHPDWLF IRU FLYLO
VRFLHW\PHDQLQJ WKHUHPD\ HVSHFLDOO\ EH RSSRUWXQLWLHV IRU VXFFHVVIXO DFFHVV DW WKH
QDWLRQDODQGVXEQDWLRQDOOHYHOV6RPHRIFLYLOVRFLHW\·VVXFFHVVIXOFDPSDLJQVDJDLQVW
OLEHUDOL]DWLRQIRUH[DPSOHWKH6723*$76FDPSDLJQVXFFHHGHGLQODUJH
SDUW EHFDXVH WKH VXEQDWLRQDO OHYHO ZDV GUDZQ LQWR WKH VWUXJJOH PXQLFLSDOLWLHV
SURYLQFHVDQGUHJLRQDOJRYHUQPHQWVZHUHXVHG WRPRELOL]HUHVLVWDQFH5D]Dȱ
6LPLODUO\3LDQWLFRQFOXGHGWKDW&62VZHUHPRUHLQIOXHQWLDOLQWKH:72ZKHQWKH\
OLQNHG PXOWLSOH DFWLRQV DW PXOWLSOH OHYHOV FRPELQLQJ WUDQVQDWLRQDO ZLWK GRPHVWLF
DFWLRQ3LDQWD6WLOOWKHUHLVUHDVRQWREHOLHYHWKDWHYHQKHUHEXVLQHVVZLOOEH
DW DQ DGYDQWDJH DQG ZLOO EHQHILW IURP HDVLHU DQG PRUH UHFHSWLYH DFFHVV WKLV LV
VXSSRUWHGE\UHVHDUFKLQ ,UHODQG*HUPDQ\DQG6SDLQZKLFKVKRZV WKDWEXVLQHVV




RI WKH ILQDO&(7$GHDO LWPD\PDNHPRUHVHQVH WRVHHWKHSDUOLDPHQWDVDQ ¶LQVLGH· FKDQQHO+RZHYHUDVZDV
SRLQWHGRXWE\VHYHUDORIP\ MXU\PHPEHUVWKLVPHDQVWKDW,DPORRNLQJDWWKHSDUOLDPHQWDVDQLQWHUPHGLDU\
LJQRULQJLWVSRWHQWLDOIRUDXWRQRPRXVDJHQF\DQGLQIOXHQFH,WLVWUXHWKDWWKLVLVDVHSDUDWHFDXVDOPHFKDQLVPWKDW
, KDYH QRW WHVWHG LQ WKH VDPH GHWDLOHG PDQQHU DV WKH VRFLHWDO DQG VWDWH PHFKDQLVPV+RZHYHU VRPH IDFWRUV
PLWLJDWHGWKHDEVHQFHRIWKLVH[SOLFLWIRFXV LDV,SRLQWRXWLQWKHWH[WWKHUHLVDJHQHUDOH[SHFWDWLRQWKDWWUDGH
SROLF\ LV GRPLQDWHGE\ WKH H[HFXWLYHZKLFK , EHOLHYH LV ERUQH RXWE\P\ HPSLULFVPDNLQJ LW OHVV SUHVVLQJ WR
IRUHJURXQG WKLV PHFKDQLVP LL 7KH DXWRQRPRXV DJHQF\ RI WKH SDUOLDPHQW LV QRQHWKHOHVV WDNHQ XS LQ WKH
LQWURGXFWRU\HPSLULFDOFKDSWHUVDQGLVPRUHRYHUSDUWRIDP\DVVHVVPHQWRIWKHVXFFHVVRIVRFLHWDO DFWLRQDQG





&RPPLVVLRQ EXW DOVR QDWLRQDO JRYHUQPHQWV DQG (XURSHDQ DV ZHOO DV QDWLRQDO
SDUOLDPHQWV'U	0DWHR
LLL7KH ILQDO VFRSH FRQGLWLRQ ,·P GLVWLQJXLVKLQJ LV OHYHUDJH$V GLVFXVVHG DERYH
¶LQVLGH· DV ZHOO DV ¶RXWVLGH· VWUDWHJLHV GHSHQG RQ WKH DFWRUV KDYLQJ VRPH VRUW RI
OHYHUDJH WUDGH SROLF\PDNHUV RU VRPHWKLQJ WR EDUWHU ZLWK LQ UHWXUQ IRU LQIOXHQFH
7KLV LV OLNHO\ WR EH ELJJHU LI DQ LQWHUHVW JURXS UHSUHVHQWV DQ HFRQRPLFDOO\ RU
HOHFWRUDOO\VXEVWDQWLDOJURXSLHLILWFDQFUHGLEO\DUJXHWKDWKDUPLQJLWVLQWHUHVWDOVR
KDUPV DQG PD\ DJLWDWH DQ HOHFWRUDOO\ RU RWKHUZLVH LPSRUWDQW FRQVWLWXHQF\
)LQDQFLDO RU QHWZRUNLQJ UHVRXUFHV FDQ DOVR SOD\ D UROH HJ JLYLQJ SROLF\PDNHUV·
FDUHHU D KDQG )XUWKHUPRUHZH FDQ DOVR DVVXPH WKDW DFWRUVZLOO EH LQ D VWURQJHU
SRVLWLRQWRJHWZKDWWKH\ZDQWLIWKHUHDUHQRRWKHUGLYHUJLQJRURSSRVLQJSRVLWLRQV
EHLQJIRUPXODWHGE\RWKHUVRFLHWDODFWRUV$ORQV$V.OYHUKDVDUJXHGKHUHLW





WKHSROLWLFVRI WKH:72DQG)7$V WKH\KDYHEHHQDOPRVWFRPSOHWHO\DEVHQW LQ WKH
SROLWLFVRIDQWLGXPSLQJDQGWUDGHGHIHQVHV7KLVODWWHUILHOGLVJHQHUDOO\FRQVLGHUHG




:KDW ZRXOG WKH PHFKDQLVP ORRN OLNH" :KDW ZRXOG ZH QHHG WR VHH LQ RUGHU WR




OREE\LQJ DV ZHOO DV PRELOL]DWLRQ LGHDWLRQDO ¶FRQYLFWLRQ· DV ZHOO DV HFRQRPLF






KDYH EHHQPRUH OLNHO\ LI WKH\ KDG GHGLFDWHG UHVRXUFHV WRPRQLWRULQJ WUDGH HLWKHU
WKH\WKHPVHOYHVRUWKURXJKWKHLUDVVRFLDWLRQVDQGLIWKHWUDGHSROLF\LVVXHZDVOLNHO\
WR EH RI LQWHUHVW IRU WKHP HJ WRXFKHG D VHFWRU WKH\ZHUH DFWLYH LQ ZDVZLWK DQ










¶RXWVLGH· FKDQQHOV E\ ZRUNLQJ WKH SDUOLDPHQW WKH SUHVV DQG WKH SXEOLF RU YLD
¶LQVLGH·FKDQQHOVE\FRPPXQLFDWLQJGLUHFWO\ZLWKWKHH[HFXWLYH6XFFHVVDWWKLVVWDJH
LV PRUH SODXVLEOH LI WKHUH DUH SOHQW\ RI DFFHVV SRLQWV LH LI LW·V HDV\ WR JHW WKHLU
PHVVDJHDFURVVLQPXOWLSOHLQVLGHRURXWVLGHFKDQQHOV
7KLV WKHQQHHGVWRKDYHVRPHNLQGRIHIIHFWRQSROLF\PDNHUV$IWHU ¶LQJHVWLQJ·WKH
VRFLHWDO PHVVDJH WKH PDUFKHV WKH PHHWLQJV WKH SDUOLDPHQWDU\ TXHVWLRQV WKH
IUDPLQJLQWKHSUHVV«VRPHRIWKHSHRSOHZLWKGLUHFWLQIOXHQFHRYHUWKHFRXQWU\·V
VWDQFH QHHG WR WU\ DQG VKLIW LW WRZDUGV WKH VRFLHWDO SUHIHUHQFH 7KH\ZLOO EHPRUH
OLNHO\WRGRVRLIWKH\DUHLGHRORJLFDOO\SROLWLFDOO\FORVHWRWKHGHPDQGVEHLQJYRLFHG
LI WKH\ DUH UHFHSWLYH DQG LI WKH VRFLHWDO DFWRUV SUHVHQWLQJ WKHP DUH XQLILHG DQG
ODUJH RU KDYH RWKHU NLQGV RI OHYHUDJH HJ HPSOR\UHSUHVHQW PDQ\ SHRSOH RU D
SROLWLFDOO\VDOLHQWVHFWRUVXFFHHGHGDWPRELOL]LQJWKHSXEOLFGRPLQDWHWKHQDUUDWLYH




,Q WKH WH[W , ZLOO IRU HDFK FRXQWU\FDVHPHFKDQLVP FRPELQDWLRQ ILUVW IRUPXODWH D







LQYHVWLJDWLQJDPXOWLWXGHRI VXFK DW WLPHV FRQIOLFWLQJSUHIHUHQFHV DQG ,ZLOO WKXV
GLVFXVV VHYHUDO VXFK PHFKDQLVPV VLPXOWDQHRXVO\ ,Q WKH &(7$ FDVHVWXG\ , ZLOO
H[SOLFLWO\ VHSDUDWH D ¶&62· PHFKDQLVP IURP D ¶EXVLQHVV· PHFKDQLVP 7KLV ZDV
QHFHVVDU\QRWRQO\EHFDXVH LWPDGH LWHDVLHU WR VWUXFWXUH WKH WH[WEXWDOVREHFDXVH
WKH\GLIIHUHGDFURVV WKHNLQGVRIHYLGHQFH , H[SHFWHGDVZHOODV WKHYDOXHVRI WKHLU
VFRSH FRQGLWLRQV DQG WKH UHOHYDQW IDFWRUV GHWHUPLQLQJ WKHLU ¶SULRU SUREDELOLW\· 2I
FRXUVH WKHUH ZDV DOVR YDULDQFH ZLWKLQ WKHVH EURDG JURXSV EXW WKLV LV GHDOW ZLWK
ZLWKLQWKHLU UHVSHFWLYHPHFKDQLVPV%HFDXVH WKH&62VSOD\HGVXFKDPLQRU UROH LQ
WKHDQWLGXPSLQJFDVH,FKRVHWRGLVFXVVERWKJURXSVLQRQHPHFKDQLVPWKHUH
6HFRQGO\ZKHQ, VSHDNRI LQIOXHQFH , IROORZ.OYHU·V FRPPRQVHQVLFDOGHILQLWLRQ
¶LQIOXHQFH LVXQGHUVWRRGDV WKH DELOLW\ RI LQWHUHVW JURXSV WR VKDSH SROLWLFDO GHFLVLRQV LQ OLQH




D VHULHV RI LQVLGH RU RXWVLGH FKDQQHOV LQIOXHQFLQJ WKH SDUOLDPHQW WKH SUHVV WKH
SXEOLF«
)LQDOO\ LQ WKH DVVHVVPHQW RI LQIOXHQFH WKH ODVW VWHS RI WKH PHFKDQLVP , ZLOO EH
FRPELQLQJ VHYHUDO PHWKRGV WR SHUIRUP WKLV HYDOXDWLRQ L , ZLOO DVVHVV WKH
FRQJUXHQFH RI VRFLHWDO JURXSV SRVLWLRQV· RQ WKH LVVXH VD\ SUR RU FRQWUD WKH DQWL
GXPSLQJPHDVXUHZLWKWKDWRIWKHVWDWHGLGWKH\YRWHSOHDGLQIDYRURIHLWKHU"LL
,ZLOO WDNH LQWR FRQVLGHUDWLRQ WKH DFFRXQWV RI WKH DFWRUV LQYROYHG GR DQ\ RI WKHP
DVFULEHLQIOXHQFH WRVRFLHWDODFWRUV"DQGLLL,ZLOO WDNH LQWRDFFRXQWWKHUHVWRIWKH
SURFHVVWUDFLQJ HYLGHQFH , KDYH FROOHFWHG WKH FKURQRORJ\ RI GHPDQGV DQG
SRVLWLRQLQJ WKHSDWWHUQVRISROLF\PDNLQJ WKHZHLJKWRI WKHVFRSH FRQGLWLRQV DQG
RWKHUUHOHYDQWHOHPHQWVFROOHFWHGLQWKHSUHYLRXVVWHSVRIWKHPHFKDQLVP7KHVHWKUHH





6HTXHQFH HYLGHQFH SRVLWLRQLQJ·DFWLRQ· E\ &6 EHIRUH FKDQJH LQ SROLF\PDNHUV·
SRVLWLRQ QR SULRU DWWHPSWV RI SROLF\PDNHUV WR DOWHUFRRUGLQDWH SRVLWLRQ RI &6 QR
SXEOLFGLVFXVVLRQPRELOL]DWLRQEHIRUHFLYLOVRFLHW\DFWLRQ
7UDFHHYLGHQFHSROLF\PDNHUV ¶LQJHVWLQJ·&6·VPDWHULDOSUHVVXUH HJPHGLD UHSRUWV
RI PRELOL]DWLRQ UHSRUWV RI FRQWDFWV EHWZHHQ SROLF\PDNHUV DQG &6 FKDQJHV LQ
SROLF\PDNHUV· SRVLWLRQV HJ SXEOLF VWDWHPHQWV SROLF\QRWHV SULYDWH UHPDUNV«
DWWHPSWV WR FKDQJH WKH %HOJLDQ SRVLWLRQ HJ SROLF\QRWHV JRYHUQPHQW VWDQFHV






KRZ D OREE\ JURXS ZHQW DERXW WKHLU FDPSDLJQ SROLF\ GRFXPHQWV RXWOLQLQJ WKH
SRVLWLRQVRIJURXS
3DWWHUQ HYLGHQFH GDWD RQ LQWHQVLW\ RI FRQWDFWV FRUUHODWLRQV EHWZHHQ FRQWDFWV DQG
FKDQJHVLQSRVLWLRQFRPSDULVRQVZLWKUHJLRQVWKDWKDGOHVVPRUHDFWLYLW\SUHYLRXV
SDWWHUQVRIVRFLHWDOLQIOXHQFHRQGHFLVLRQPDNHUV«
7KHXQLTXHQHVV DQGFHUWDLQW\ RI WKHHYLGHQFH WKDWZHPD\H[SHFW HDFKVWHSRI WKH
PHFKDQLVPWRSURGXFHYDULHVDFURVVWKHVWHSVEXWDOVRDFURVVFDVHVDQGDFWRUVHJ
FLYLOVRFLHW\YHUVXVEXVLQHVV)RULQVWDQFHZHVKRXOG¶FHUWDLQO\·ILQGVRPHHYLGHQFH
RI &62V EHLQJ DZDUH RI &(7$ RI WKHP WDNLQJ LQ D SRVLWLRQ DQG RI LQIOXHQFH HJ
FRQJUXHQFHRYHUWKHVWDWH·VVWDQFHRWKHUZLVHZHFDQGLVFRQILUPWKHLUUROH+RZHYHU
FRQVLGHULQJWKH¶TXLHW·WDFWLFVRIEXVLQHVVDEVHQFHRIHYLGHQFHLVDORWOHVVFRQYLQFLQJ




WKH SRVLWLRQZLWK VRFLHWDO SUHVVXUHGHPDQGV LV DOVR WKHPRVW SUREOHPDWLF RQH LQ
WHUPVRIHYLGHQFHEHFDXVHLWLVXQOLNHO\WREHYHU\XQLTXHWKHUHDUHRWKHUFRPSHWLQJ




WR EH FRQIURQWHG ZLWK DEVHQFH RI HYLGHQFH UDWKHU WKDQ HYLGHQFH RI DEVHQFH
FRQVLGHULQJ WKH TXLHW QDWXUH RI VRPH OREE\LQJ VWUDWHJLHV$V WKH ODWWHU LQGLFDWHV LW
ZLOOSUREDEO\EHHDVLHUWRGLVTXDOLI\&62FDPSDLJQLQJFRPSDUHGWRILUPV·OREE\LQJ
+RZHYHU WKH LQWHUSUHWDWLRQ DQG ZHLJKLQJ RI WKH HYLGHQFH ZLOO EH PRGLILHG DQG




0DQ\ DXWKRUV IURP WKH (8 WUDGHSROLF\ OLWHUDWXUH KDYH DUJXHG WKDW LW GRHV QRW
PDNH VHQVH WR VHH WKH VWDWH DV D SUHIHUHQFHIUHH LQWHUPHGLDU\ RI LQWHUHVW JURXS·V
GHPDQGV HJ $ORQV  GD &RQFHLomR+HOGW D *RXUHYLWFK  0LOQHU
 3ROHWWL  <RXQJ 	 3HWHUVRQ  (YHQ LQ WKH SURWRW\SLFDO SROLWLFDO
HFRQRP\PRGHO RI*URVVPDQ DQG+HOSPDQQ  LQWHUHVW JURXSV· ¶EULEHV·ZHUH
ZHLJKHGE\SROLF\PDNHUVDJDLQVW VRPH H[RJHQRXVO\ VHWZLVK WR LPSURYH ¶SXEOLF
ZHOIDUH·
6RFLHWDO IRUFHV REYLRXVO\ QHHG WR DFW WKURXJK WKH VWDWH DW RQH SRLQW VRPH
JRYHUQPHQWDO DFWRU QHHGV WR GR VRPHWKLQJ LQ RUGHU WR ¶SURGXFH· WUDGH SROLF\

 ,Q KHU UHYLHZRI WKH OLWHUDWXUH0LOQHU QRWHV WKDW WKHUH LV LQ IDFW D FDVH WR EHPDGH WKDW YRWHUV· DQG LQWHUHVW





SUHIHUHQFHV FRPPXQLFDWHG ZKLOH SROLF\ PDNHUV PD\ VWLOO EH UHTXLUHG WR WDNH D
VWDQFH 6HFRQGO\ WKHUH LVSOHQW\RI UHDVRQ WR DVVXPH WKDW SROLF\PDNHUV DOVRKDYH
WKHLU RZQ ¶DXWRQRPRXV·SUHIHUHQFHVDERXW WUDGHSROLF\ LQZKDWKDVDW WLPHVEHHQ
GXEEHGWKH ¶VXSSO\· VLGHRI WUDGHSROLF\ ¶WKHZLOOLQJQHVV RISROLWLFDO OHDGHUV WRVXSSO\
SURWHFWLRQ RU OLEHUDOL]DWLRQ DV VHSDUDWH IURP GHPDQG RI LW· 0LOQHU  S  7KH
WHUPLQRORJ\ RI ¶VXSSO\· LV VRPHZKDW PLVOHDGLQJ KRZHYHU LW LPSOLHV D ODUJHO\
UHDFWLYHSURFHVV¶WRZKDWH[WHQWDUHZKRVHVRFLHWDOGHPDQGVJUDQWHG"·ZKLOHSROLF\














WKH SULPRUGLDO DFWRU 7KLV LV DOVR WKH FDVH LQ WKH FRXQWULHV , LQYHVWLJDWH 7KH
OHJLVODWXUHFDQLQSULQFLSOHEHLQIOXHQWLDOEXWRQO\LQGLUHFWO\WKURXJKWKHH[HFXWLYH




LQWHUHVW LQ SROLF\ PDNHUV· UROH DV LQGHSHQGHQW DFWRUV ZKRVH SRVLWLRQV GR QRW
QHFHVVDULO\ GHULYH IURP VRFLHWDO SUHVVXUHV LV RI FRXUVH WKUHDWHQHG E\ HQGRJHQHLW\
7KHHOHFWRUDO LGHRORJLFDODVZHOODVPDWHULDO FRQFHUQVRISROLF\PDNHUV LQDFHUWDLQ
GRVVLHU GLVFXVVHGEHORZZHUHSHUKDSVQRWSURGXFHGE\LPPHGLDWHSUHVVXUH IURP
VRFLHWDOJURXSVEXWWKH\PD\KDYHVWLOO UHVXOWHGIURPVXFK LQSXW WKDWZDVJLYHQ LQ
WKHSDVW$OWHUQDWLYHO\SROLF\PDNHUVPLJKWEHDQWLFLSDWLQJDUHVSRQVHIURPVRFLHWDO
JURXSVLIWKH\SLFNDFHUWDLQSRVLWLRQ,KDYHWULHGWRFLUFXPYHQWWKLVSUREOHPLQWKH
IROORZLQJ ZD\ , KDYH FKRVHQ WR FRQVLGHU SRVLWLRQV DV ¶DXWRQRPRXV· LQ D YHU\
UHVWULFWHG VHQVH DOO SRVLWLRQV WKDW UHVXOWHG ZLWKRXW LQWHUHVW JURXSV· SUHVVXUH RU
ZKLFKFDQEHSODXVLEO\DUJXHGQRWWRKDYHUHVXOWHGIURPVXFKLQSXWGXULQJWKHSHULRG
DQG WKH FDVHV XQGHU VFUXWLQ\ ,I SROLF\PDNHUV DUH DQWLFLSDWLQJ D UHVSRQVH IURP VXFK











GRVVLHU WKH UHVXOW RI VRFLHWDO SUHVVXUH , ZLOO VWLOO FRQVLGHU WKLV DQ DXWRQRPRXV
SUHIHUHQFHIRUP\SXUSRVHEHFDXVHWKLVNLQGRIVRFLHWDOLQIOXHQFHLVDWWKLVWLPHRQO\
WDNLQJSODFHZLWKLQWKHKHDGVRIJRYHUQPHQWDODFWRUV,GLVFXVVWKHH[WHQWWRZKLFK
ZH FDQ UHDVRQDEO\ GLVWLQJXLVK EHWZHHQ D SRVLWLRQ WKDW LV GHULYHG  IURP D ¶WDLQWHG
VRXUFH·IURPWKRVHWKDWDUHWKHUHVXOWRIPRUHGLUHFWOREE\LQJLQWKHFDVHV
)LQDOO\ OHWPH UHVWDWHP\ WKHRUHWLFDO LQWHQWLRQV IRU WKLV VHFWLRQ ,Q RUGHU WRPDNH




EHLQJ LQWHUHVWHG LQ WHVWLQJ ZKLFK RI WKHVH IDFWRUV HJ LGHDV LQWHUHVWV ZDV WKH




JDS LQ WKH FXUUHQW OLWHUDWXUH ¶>2XU@PRGHOV RI SROLF\PDNHUV· SUHIHUHQFHV VHHP WKHPRVW
XQGHUVSHFLILHG DQG SRVW KRF:K\ DUH VRPH SROLF\PDNHUVPRUH IDYRUDEOH WR SURWHFWLRQLVP
WKDQRWKHUVZK\DQGZKHQGRWKHLUSUHIHUHQFHVFKDQJH"·0LOQHUS6RPHKDYH
WULHG WR FRQVWUXFW PLFURIRXQGDWLRQDO PRGHOV RI SROLF\ PDNHUV· SUHIHUHQFH EXW
WKHVHKDYHHLWKHUUHPDLQHGWRRXQUHDOLVWLFRUWRRDGKRFDQGGUHZWRRKHDYLO\IURP
WKH H[SHULHQFHV RI WKH 8QLWHG 6WDWHV (WKLHU  *DZDQGH 	 .ULVKQD 
+RZHYHU WKHUH LV LQ IDFW VRPH OLWHUDWXUH WKDW FDQKHOSJXLGHXV HYHQ LQ WKHPRUH
VSHFLILFVHWWLQJRI(8WUDGHSROLF\%XLOGLQJRQWKHZRUNRI9DQGHU9OHXWHQ
$ORQV KDV GLVWLQJXLVKHG EHWZHHQ WKUHH GLPHQVLRQV RI VWDWH LQWHUHVWV SROLWLFDO
HFRQRPLF DQG LGHDWLRQDO , ZLOO XVH D PRGLILHG YHUVLRQ RI KHU WKHRUHWLFDO




ZHOO DV LQGLYLGXDO SDUWLHV DQG PLQLVWHUV FDUH DERXW WKHLU VXUYLYDO WKH\ XVXDOO\
ZDQWWRUHPDLQLQRIILFHDQGWKH\XVXDOO\LQWHQGRQZLQQLQJWKHQH[WHOHFWLRQ7KLV
PHDQV WKDWJRYHUQPHQWDO DFWRUVDUH VXVFHSWLEOH WRDQXPEHURISUHVVXUHV ILUVW DQG
IRUHPRVW DQ HOHFWRUDO RQH 6RPH RI WKH FODVVLF WUDGHSROLF\ PRGHOV ZHUH EDVHG










IHDVLEOH WR WU\ DQGPDLQWDLQ WKLV NLQG RI GLVWLQFWLRQ LQ SUDFWLFH JLYHQ WKDW WKH VDPH DFWRUV DW OHDVW WR D ODUJH
H[WHQWKDYHWRUHSUHVHQWERWK6WDWHDQGJRYHUQPHQWSUHIHUHQFHV
,WFDQDOVRVSUHDGWRFLYLOVHUYDQWVDQGQRWMXVWHOHFWHGSROLWLFLDQVRIFRXUVHVLQFHWKHODWWHUZLOOH[HUWFRQWURORQ









DQ LQGLYLGXDOPLQLVWHUPD\ DOVR XVH WUDGH DV DZKHWVWRQH WR VKDUSHQ KHU HOHFWRUDO
SURILOH0\XQSDFNLQJRIWKLVGLPHQVLRQLQWKHFDVHVZLOOUHPDLQUHODWLYHO\OLPLWHG
DQG,ZLOOQRW IXUWKHUWKHRUL]HDERXW LWKHUH7KHDERYH WZRGLPHQVLRQVRISROLWLFDO
VHOILQWHUHVW DUH PRGLILHG E\ WKH VWUXFWXUDO FKDUDFWHULVWLFV RI WKH SROLWLFDO V\VWHP
ZKHWKHUWKHUHDUHFRDOLWLRQRUPDMRULWDULDQJRYHUQPHQWVWKHVL]HRIYRWLQJGLVWULFWV
SDUW\ V\VWHP«  7KHVH DQG RWKHU VXFK HOHPHQWV WKHUHIRUH DOVR SOD\ D UROH DSDUW
IURP QXPHURXV PRUH DGKRF GHWHUPLQDQWV EHFDXVH SROLWLFDO LQVWLWXWLRQV ZLOO FR
GHWHUPLQH KRZ SROLWLFDO SRZHU LV FRQTXHUHG DQG PDLQWDLQHG HJ .RQR 
0LOQHU$JDLQ,ZLOOQRWGHOYHPXFKGHHSHULQWKLVRQDWKHRUHWLFDOOHYHOEXW,
ZLOOSD\DWWHQWLRQWRWKHVHLVVXHVLQWKHFDVHVWXGLHVWKHPVHOYHV
6HFRQGO\ UHODWHGPRUHGLUHFWO\ WR WKH VXEVWDQFHRI WUDGHSROLF\ WKHH[HFXWLYHPD\
EHOLHYH WKDW LW KDV HFRQRPLF RU UHJXODWRU\ LQWHUHVWV WKDW QHHG WR EH SURPRWHG $V
$ORQV  DUJXHV WKH VWDWH ZDQWV WR VDIHJXDUG LWV HFRQRPLF LQWHUHVW EHFDXVH
HFRQRPLFZHDOWK LV FHQWUDO WRERWKWKHVWDWH·VSRZHU LQ WKH LQWHUQDWLRQDOGRPDLQDV
ZHOO DV WKH JRYHUQPHQWV· VKRUWWHUP VXUYLYDO VLQFH WKH HOHFWRUDWH FDUHV DERXW
HFRQRPLFGHYHORSPHQWV +RZHYHU , EHOLHYH WKDW HYHQ WKRXJK LW·V VDIH WR DVVXPH
WKDW PRVW WUDGH SROLF\ PDNHUV FDUH DERXW DJJUHJDWH HFRQRPLF GHYHORSPHQWV WKH
SUHFLVHFRQWHQWVHQGVPHDQVRIWKLV¶LQWHUHVW·LVYHU\RSHQHQGHGDQGFDQSHUKDSV




PD\ EH ZRUNLQJ IURP D IDU PRUH PHUFDQWLOLVW SDUDGLJP )DLUEURWKHU  6R
DOWKRXJK FRQYHQWLRQDO WUDGH WKHRU\ RIIHUV VRPH JXLGH WRZDUGV PDNLQJ D NLQG RI
¶LQIRUPHGJXHVV·DERXWZKDWD VWDWHEHOLHYHV LWV HFRQRPLF LQWHUHVWVDUH WKLV LVRQO\
VHFRQGEHVWHVSHFLDOO\LQQRQWUDGLWLRQDOWUDGHSROLF\DQGZHZLOOLQSUDFWLFHQHHG
WR FKHFNKRZWKHSROLF\PDNHUV LQYROYHG WKRXJKW DERXWZKDWZDV DQGDERXWZKDW
ZRXOG DLG WKH QDWLRQDO HFRQRPLF LQWHUHVW $JDLQ LW LV SRVVLEOH WKDW WKH\ GR VR
LQGHSHQGHQWO\IURPVRFLHWDOSUHVVXUHVWDWLVWLFDOUHVHDUFKUHSRUWVEXWDOVRHFRQRPLF
WKHRULHVDQGRWKHULGHDVDERXWWKHPDWHULDOLQWHUHVWRI¶WKHFRXQWU\·FDQDOOSOD\DUROH
KHUH 7KLV EULQJV XV WR WKH QRUPDWLYHLGHRORJLFDO VRXUFHV RI WKHLU SUHIHUHQFHV
ZKLFK , GLVFXVV EHORZ EXW DOVR DJDLQ WR WKH QRWLRQ RI XQFHUWDLQW\ DQG VWDWHV·

6HHIRUH[DPSOH)DLUEURWKHUZKRLQKLVVWXG\RI1$)7$VKRZHGWKDWHYHQ0H[LFDQ86VXSSRUWHUVRI
IUHH WUDGHIURPZLWKLQEXVLQHVVRUSROLWLFVVHOGRPXQGHUVWDQGOHWDORQHPHQWLRQQHRFODVVLFDOWUDGH WKHRU\ WKH\




RI SROLF\PDNHUV WKH\QHHG WR ¶NQRZ··EHOLHYH· WKDW WKHLU ¶WDVN· LV WR LPSURYH DJJUHJDWH HFRQRPLFZHOOEHLQJ
DERXW ZKLFK WKH\ PD\ KDYH FHUWDLQ LGHDV WKDW DUH QRW OLQNHG WR SROLWLFDO SUHVVXUHV %XW ZKDW LV VHHQ DV DQ
¶HFRQRPLFUHDVRQ·PD\GLIIHUDFURVVDFWRUVZLWKLQWKHVWDWHZKRPD\KDYHGLIIHUHQWLQFHQWLYHVEXWDOVRGLIIHUHQW
HFRQRPLFWKHRULHVWRJRE\IRUH[DPSOHEHWZHHQDPLQLVWHUWKDWFDUHVDERXWDVSHFLILFILUP·VVXUYLYDOEHFDXVHRI
WKHHOHFWRUDO IDOORXW LWVEDQNUXSWF\PD\SURGXFHYHUVXVDFLYLO VHUYDQW WKDW VHHV VDLG IDLOXUHDVSDUWRIQRUPDO




DQDO\WLFDO FDSDFLW\&RQVLGHUD VWDWH WKDWZDQWV WRGHIHQG VRPHYXOQHUDEOH VHFWRUV
ZKLOHRSHQLQJXSFRPSHWLWLYHEUDQFKHV&OHDUO\LWZLOOEHUHTXLUHGWRDFWXDOO\NQRZ
ZKLFK VHFWRUV DUH SRWHQWLDOO\ YXOQHUDEOH DQGZKLFK DUH SRWHQWLDOO\ FRPSHWLWLYH
$GULDHQVKDVXQGHUOLQHGWKHLPSRUWDQFHRIVWDWHV·DELOLW\WRSHUIRUPDQDO\VHV
WR JDWKHU LQIR WR SHUIRUP LPSDFW DVVHVVPHQWV ¶7KH TXDOLW\ RI LQSXW EURXJKW LQWR WKH
SROLF\  SURFHVV DQG WKH PDQQHU LQ ZKLFK VXFK GDWD KDV  EHHQ FULWLFDOO\ DVVHVVHG DQG
DJJUHJDWHG GHWHUPLQHV WR D ODUJH H[WHQWZKHWKHU DQ DGPLQLVWUDWLRQ  FDQ DFFXUDWHO\  GHULYH
WKHLU LQWHUHVW LQ D WUDGH QHJRWLDWLRQ· $GULDHQVHQ  S  , KDYH IROORZHG WKH
H[DPSOH RI KLV ¶SLORW· VWXGLHV RI WUDGH DGPLQLVWUDWLRQV· FDSDFLW\ E\ WU\LQJ WR DOVR
JDXJHWKHKXPDQUHVRXUFHVRIWKHH[HFXWLYHDVZHOODVE\GHOYLQJLQWRWKHVXEVWDQFH
RI WKH DQDO\VHV DQG LQIRUPDWLRQJDWKHULQJ WKH\ SHUIRUPHG $UJXDEO\ WKLV
XQFHUWDLQW\ LV HYHQ JUHDWHU LQ GHHS WUDGH SROLWLFV DQG WKXV VWDWHV· UHJXODWRU\
LQWHUHVWV KHUH WKH HFRQRPLF DQG GLVWULEXWLRQDO FRQVHTXHQFHV DUH HYHQ PRUH
SUHFDULRXV DQG DUH IXUWKHUPL[HGZLWK WHFKQLFDO DQG QRUPDWLYH KHDGDFKHV /DQJ
<RXQJ	3HWHUVRQ
7KLV EULQJV XV WR WKH LGHRORJLFDO GLPHQVLRQ RI SROLF\ PDNHUV· SUHIHUHQFHV
3ROLWLFLDQVEXWFHUWDLQO\DOVRFLYLOVHUYDQWVKDYHWKHLURZQPHQWDOPRGHOVDERXWKRZ
WKHZRUOGIXQFWLRQVDERXWZKDWZRUNVDQGGRHVQ·WDERXWWKHLUJRDOVDQGLQWHUHVWVLQ
WUDGH SROLF\ PDNLQJ DERXW ZKDW·V ULJKW DQG ZURQJ HYHQ LI WKHVH PD\ EH YHU\
LPSOLFLW  $ORQV   0LOQHU  5RGULN  ,Q WKH VRFLHWDO VHFWLRQ ,
GLVFXVVHGWKLVLQWHUPVRIWKH¶VWUDWHJLFVHOHFWLYLW\·RIWKHVWDWHKLQGHULQJRUIDYRULQJ
SDUWLFXODU VRFLHWDO TXHULHV EXW WKHZRUOGYLHZVRISROLWLFLDQV DQG FLYLO VHUYDQWV FDQ
DOVRGLUHFWO\ LPSDFWSROLF\7KHVKDSHVDQG VRXUFHVRI WKHVHEHOLHIVFDQEHGLYHUVH
DQG GR QRW KDYH WR EH HFRQRPLF 7KH\ PD\ DOVR LQFOXGH D SOHWKRUD RI RWKHU
FRQVLGHUDWLRQVLQFOXGLQJIRUHLJQSROLF\EURDGO\FRQVLGHUHG)RUH[DPSOHGHFLVLRQ
PDNHUV PD\ UHVLVW DJULFXOWXUDO RSHQLQJ EHFDXVH WKH\ WKLQN WKLV ZLOO GLVILJXUH WKH
FRXQWU\VLGH WKH\PD\DJUHHWRVHUYLFHVOLEHUDOL]DWLRQEHFDXVHWKH\EHOLHYHWKLVZLOO
OHDGWRPRUHSURGXFWLYLW\DQGWKXVHPSOR\PHQWRUWKH\PD\VXSSRUW%,7VEHFDXVH
WKH\ WKLQN HFRQRPLF LQWHUGHSHQGHQF\ZLOO IDFLOLWDWHZRUOG SHDFH 7KHVH EHOLHIV DUH
PRUHWKDQWKHLQWHUPHGLDU\EHWZHHQFRQIOLFWLQJVRFLHWDOGHPDQGVDQGSROLF\WKH\
FDQ EH DXWRQRPRXV DQG LQGHSHQGHQW HPHUJLQJ IURP D ZLGH YDULHW\ RI VRXUFHV
SDUW\ LGHRORJLHV WKH ]HLWJHLVW QRUPDWLYH SROLWLFDO WKHRU\ UHOLJLRXV EHOLHIV« $
YDULHW\RIWKHVHPHFKDQLVPVKDYHEHHQGLVFXVVHGLQWKHOLWHUDWXUHEXWDV,H[SODLQHG
DERYH,ZLOOQRWDWWHPSWWRIXUWKHUXQSDFNWKHPH[FHSW LQWKHHPSLULFVRIP\FDVH




WKHSULQFLSDODJHQW OLWHUDWXUH WKHUROHRI ¶EXUHDXFUDWLF· LQWHUHVWVDQG¶VWLFNLQHVV· L
3XEOLFFKRLFH WKHRULHV EXLOGLQJRQ WKHFODVVLFZRUNVRI1LVNDQHQHPSKDVL]H
KRZ FLYLO VHUYDQWV FDQ DOVR KDYH WKHLU RZQ LQWHUHVW DW KHDUW WKH\ PLJKW VXSSRUW

$V$ORQVQRWHV LQGHPRFUDFLHVWKH¶SROLF\SULQFLSOHVDQGSDUDGLJPV·WKDWJXLGHJRYHUQPHQWDODFWLRQFDQ
FKDQJH DIWHU HOHFWLRQV EXW ¶D FKDQJH LQ JRYHUQPHQW FDQ OHDG WR D SDUDGLJP VKLIW DIIHFWLQJ WKH GRPHVWLF LGHRORJLFDO
FRQVLGHUDWLRQVRID 6WDWHZLWKRXWDFWXDOO\FKDQJLQJQDWLRQDO LGHQWLW\·7KHFRQFHSWRIDQDWLRQDOLGHQWLW\XQGHUO\LQJ
VWDWHSUHIHUHQFHVPD\EHD WULFN\RQH LI LW·VGHWDFKHG IURPPRUH ¶PHVR· OHYHOREVHUYDEOHVRFLDO ¶WKLQJV·VXFKDV
PLQLVWULHVSDVVLQJRQFHUWDLQLGHDVDERXWWKHQDWLRQDOLQWHUHVWSDUWLHVLQSRZHULQWHUHVWJURXSVXVLQJYHU\VLPLODU




FHUWDLQ SROLFLHV EHFDXVH WKHVH ZLOO OHDG WR WKHP JHWWLQJ PRUH EXGJHWV PRUH
DXWRQRP\PRUHSRZHUHWFHWHUD ,HDVXEVWDQWLYHSROLF\SRVLWLRQFDQGHULYHIURP
DQXQGHUO\LQJSUHIHUHQFH IRU JXDUGLQJ DQG H[SDQGLQJ WKHLU RZQ FRPSHWHQFHV DQG
UHVRXUFHV'HYRV/DQQRR2VVHQEORN5RPPHO	9DQ/LHIIHULQJH+H\ZRRG
 :H GRQ·W QHHG WR VKDUH WKH TXLWH QHJDWLYH HYDOXDWLRQ RI ¶EXUHDXFUDWV·
HPEHGGHG LQ WKLV OLWHUDWXUH WR DSSUHFLDWH WKHJHQHUDO LQVLJKW WKDW FLYLO VHUYDQWV FDQ
FDUHDERXWWKHLUWXUI3ROLWLFLDQVDVZHOODVFLYLOVHUYDQWVPD\DOVREHJXDUGLQJWKHLU
FRPSHWHQFHEHFDXVHWKH\WKLQNWKDWRWKHUGHSDUWPHQWVZRXOGPLVKDQGOHWKHSROLF\
7KLV OHDGV PH WR DQRWKHU DVSHFW H[SORUHG E\ $GULDHQVHQ  OLQNLQJ WKH
EXUHDXFUDWLF WKHRULHV ZLWK WKH LGHDWLRQDO GLPHQVLRQ GLVFXVVHG DERYH ¶ZKHUH \RX
VWDQGGHSHQGVRQZKHUH\RXVLW·'LIIHUHQWSXEOLFERGLHV PLQLVWULHVDJHQFLHV«
FDQ KDYH GLIIHULQJ SRVLWLRQV EHFDXVH RI WKHLU VSHFLILF LQVWLWXWLRQDO FRQWH[W HJ D
PLQLVWU\RIIRUHLJQDIIDLUVZLOOWDNHRWKHUWKLQJVLQWRFRQVLGHUDWLRQWKDQWKHPLQLVWU\
RI KHDOWK RU WKDW RI HFRQRPLFV 7KHUHIRUH ¶NQRZLQJZKLFKPLQLVWU\ DVVXPHV DXWKRULW\
RYHU WUDGH FDQ IRVWHU JUHDWHU XQGHUVWDQGLQJ RI WKH  LQWHUQDO SROLF\ IRUPDWLRQ SURFHVV DQG
XOWLPDWHO\WKHSRVLWLRQVWDNHQ·$GULDHQVHQS
7KLV PHDQV ZH DOVR QHHG WR WDNH LQWR DFFRXQW WKH ZD\V LQ ZKLFK SROLF\ LV
FRRUGLQDWHG KRZDUH FRPSHWHQFHVGLVWULEXWHGKRZDUH LQWHUQDO FRQIOLFWV UHVROYHG
ZKR JHWV VR VD\ ZKDW ZKHUH DQG XOWLPDWHO\ ZKRVH ¶LQWHUQDO· SRVLWLRQ  ZKLFK
PLQLVWHU" 3ROLWLFLDQV RU FLYLO VHUYDQWV" ,Q WKH %HOJLDQ FDVH ZKLFK JRYHUQPHQW"
HYHQWXDOO\ GHWHUPLQHV WKH VWDWH·V SRVLWLRQ" ,Q WKH HPSLULFDO VHFWLRQV , ZLOO SD\
DWWHQWLRQWRWKHSUHIHUHQFHVRIWKHVHYDULRXVFRPSHWLQJH[HFXWLYHVDQGWKHZD\VLQ
ZKLFK WKH\ KDG WR FRRUGLQDWH RU SHUKDSV FRPSHWH WR SURGXFH D VLQJOH ¶VWDWH·
SRVLWLRQ
7KH ODVW HOHPHQW WKDW EHORQJV LQ WKLV VHFWLRQ LV DQRWKHU VWDSOH RI FODVVLF GHFLVLRQ




¶WKLV SRVLWLRQ KROGV WKDW LQ SUDFWLFH GHFLVLRQV WHQG WR EHPDGH RQ WKH EDVLV RI LQDGHTXDWH




H[DPSOH'H9LOOH·VDUJXHG WKDW ¶HYHU\PDMRU WUDGHSROLF\  HYROXWLRQVLQFH WKH8UXJXD\
URXQGKDVEHHQDUHDFWLRQRUFRXQWHUUHDFWLRQWRSDVWWUDGHSROLFLHV·'H9LOOHS
6LPLODUO\ 7RQ\+HURQ KDV SRLQWHG RXW WKH ¶SDWK GHSHQGHQW SURFHVV RI WKHPXOWLODWHUDO
DJUHHPHQW RQ WH[WLOHV· +HURQ  7KH FRQFHSWLRQ WKDW , SURSRVH LV VRPHZKDW
GLIIHUHQW FLYLO VHUYDQWV DQG SROLWLFLDQV ZLOO RIWHQ SUHIHU WR DXWRSLORW WKHLU ZD\
WRZDUGVDSRVLWLRQHVSHFLDOO\ LI WKHVXEMHFWPDWWHU LVQRW FXUUHQWO\YHU\VDOLHQWRU
VLPLODU WRRWKHU LVVXHVD IRUWLRUL  LI WKLVSULRUSRVLWLRQZDVVRPHKRZFRGLILHG LQ WKH
IRUPRIDQRIILFLDOSRVLWLRQDVWUDWHJ\DQLQWHUQDODJUHHPHQWHWFHWHUD
,Q VXPPDU\ D QXPEHU RI SRWHQWLDO VRXUFHV KDV EHHQ SRVLWHG SDUW\SROLWLFDO
FDOFXODWLRQ HFRQRPLF IRUHLJQ SROLF\ DQG QRUPDWLYH FRQVLGHUDWLRQV WKH DQDO\WLFDO

$V'H9LOOHSRLQWVRXWPXFKRIWKHLQVWLWXWLRQDOLVWOLWHUDWXUHDERXWWUDGHSROLWLFVLVIXQGDPHQWDOO\DNLQWR










FKHFNWRZKDWH[WHQWZHFDQVD\ WKH\ WKHVHFDVHVSHFLILF IRUFHVZHUHSODXVLEOHDQG
LQGHSHQGHQWIURPVRFLHWDOSUHVVXUH0\TXHVWLRQVDQGTXHULHVKDYHEHHQJXLGHGE\
WKHVH WKHRULHV EXWP\GLVFXVVLRQ RI WKH ODWWHU KDV LQ WXUQ EHHQ IHG E\ ILQGLQJV RU







WR DEDQGRQ LWV RZQSUHIHUUHGSRVLWLRQ LQ IDYRU RI DQRWKHU DFWRUV·7R VRPH H[WHQW
WKHVHDUHWKHPLUURULPDJHRIWKHVRFLHWDOWKHRULHVGLVFXVVHGEHIRUHWKHVWURQJHUDQG
PRUH XQLILHG WKHSUHIHUHQFHYRLFHG E\ LQWHUHVW JURXSV WKHPRUH OLNHO\ WKDW D VWDWH
ZLOO\LHOG+RZHYHU WKLV LVRI FRXUVHQRWGHWHUPLQLVWLFDQGDJRYHUQPHQWFDQDOVR
WU\WRFRXQWHUWKHSUHVVXUHVEHLQJH[HUWHGE\VXFKDFWRUV
 
L 6RFLHWDO PRELOL]DWLRQ DQG SROLWLFL]DWLRQ 7KH VWURQJHU WKH PRELOL]DWLRQ E\
VRFLHWDOJURXSVZKHWKHURQWKH¶LQVLGH·RULQQRLV\FDPSDLJQLQJWKHORZHUWKHURRP




WKH SDUOLDPHQW DPRQJ WKH HOHFWRUDWH WKH KLJKHU DQG WKH PRUH YRFDO WKH ¶SXEOLF·




FRQIOLFWV DPRQJ WKH SXEOLF WKH ELJJHU WKH OHHZD\ IRU SROLF\PDNHUV WR GR DV WKH\
SOHDVH ,Q VXP FHWHULV SDULEXV JRYHUQPHQW SUHIHUHQFHV ZLOO PDWWHU PRVW ZKHQ
VRFLHWDO JURXSV DUH HLWKHU DEVHQW YHU\ GLYLGHG HTXDOO\ DV VWURQJ RU XQDEOH WR
PRELOL]HLELG+RZHYHUQRWHWKDWKLJKVDOLHQFHQHHGQRWQHFHVVDULO\EHWKHUHVXOW
RIRXWVLGHOREE\LQJWKHUHDUHPDQ\RWKHUIDFWRUVWKDWFDQFDWDSXOWVRPHWKLQJWRWKH
WRS RI WKH SROLWLFDO RU SXEOLF DJHQGD 7KH FRQVWUDLQLQJ HIIHFW PD\ EH VLPLODU
HVSHFLDOO\LILWLVRQHVLGHG
LL 'RPHVWLF VRIWQHVV 7KLV FRUUHVSRQGV WR WKH VFRSH FRQGLWLRQV IRU VXFFHVVIXO
VRFLHWDO OREE\LQJFDPSDLJQLQJ GLVFXVVHG LQ WKH SUHYLRXV PHFKDQLVP 7KH PRUH
DFFHVV SRLQWV WKH VWURQJHU WKH SDUOLDPHQW DQG WKH VWURQJHU WKH LQVWLWXWLRQDOL]HG
V\VWHPRI LQWHUHVWJURXSLQWHUPHGLDWLRQ WKHPRUHGLIILFXOW LWZLOOEHIRUWKHVWDWHWR


UHVLVW WKH FODLPV RI VRFLHWDO JURXSV$JDLQ WKH UROH RI WKH SDUOLDPHQW QHHG QRW EH
UHODWHGWRLQWHUHVWJURXSOREE\LQJEXWPD\EHDXWRQRPRXVLQLWVRZQULJKW
LLL ([WHUQDO IRUHLJQ SUHVVXUH  )LQDOO\  WKHUH DUH RWKHU WKDQ GRPHVWLF SUHVVXUH




RIDQWLGXPSLQJ WKH WDUJHWHGFRXQWU\PLJKW LQYDULRXVZD\VH[HUWGLUHFWELODWHUDO
SUHVVXUH RQ D VWDWH WR DOWHU LWV SRVLWLRQ LQ WKH FRXQFLO $JDLQ $ORQV  KDV
DGDSWHG WKH H[LVWLQJ LQWHUQDWLRQDO UHODWLRQV· OLWHUDWXUH WR IRFXV RQ VWDWHV· GRPHVWLF
DQG LGHRORJLFDO YHUVXV LQWHUQDWLRQDO DQG SROLWLFDOHFRQRPLF FRQFHUQV VHH DOVR
0LOQHU  S  6KH DUJXHV WKDW LQ DPRUH XQFHUWDLQ PXOWLSRODU V\VWHP WKH
VWDWH ZLOO EH PRUH OLNHO\ WR SULRULWL]H WKH ODWWHU LQWHUHVWV RYHU WKH GRPHVWLF
LGHRORJLFDOGLPHQVLRQ  ,ZLOORQFHPRUHGHDOZLWK WKLVSUHVVXUHDV DQH[RJHQRXV
H[WHUQDO IDFWRU ZKLFK FDQ HPHUJH LQ YDULRXVZD\V DQGPD\ RU QRW EH VXFFHVVIXO
KRZHYHU,ZLOODJDLQQRWWKHRUL]HWKLVPXFKIXUWKHUEH\RQGDQXPEHURISODXVLEOH
KHXULVWLFV VPDOO VWDWHVDUHZHDNHU WKDQELJ VWDWHV WKLUG VWDWHV WKDWDUHRI HFRQRPLF
ORWVRI WUDGH LQYHVWPHQW LPSRUWDQFHZLOOKDYHPRUHOHYHUDJHDQGPHPEHUVWDWHV
ZLOOQRWHQMR\EHLQJLVRODWHGZLWKLQWKH(8DQGZLOOHYHQWXDOO\\LHOGXQOHVVWKH\DUH
ELJRULIWKHLVVXHLVDKXJHFRQFHUQWRWKHP7KHVHZLOOJXLGHP\LQYHVWLJDWLRQRIWKH





FRVWV RI LJQRULQJ WKHP0RUHRYHU WKH\ FDQ DOVRSXW LQ ¶ZRUN· WR FRXQWHUDFW VXFK
SUHVVXUHVWKH\FDQWU\WREXLOGFRDOLWLRQVZLWKDFWRUVWKDWVKDUHWKHLUSUHIHUHQFHWKH\
FDQGHEDWHWKHLURSSRQHQWVRUUHGXFHWKHLUDFFHVVWRGHFLVLRQPDNLQJDUHQDVRULQ
RWKHU ZD\V WU\ WR ORRVHQ WKH DSSDUHQW FRQVWUDLQWV FUHDWHG E\ VRFLHWDO PRELOL]DWLRQ
DQG H[WHUQDO SUHVVXUH 6RPH RI WKLV ¶ZRUN· SXW LQ E\ WKH WUDGH DGPLQLVWUDWLRQV RU




%HFDXVH , KDYH OHVV GHWDLOHG WKHRULHV DQGPHFKDQLVPV WR EDVHP\VHOI RQ EXW DOVR
EHFDXVH WKH FRUHPHFKDQLVPZKLFK ,·P LQWHUHVWHG LQ LV LQKHUHQWO\PRUH ¶EULHI· WKH
PHFKDQLVP,·PSUHVHQWLQJKHUH LVTXLWHVLPSOHDQG LQWXLWLYH OHDYLQJD ORWRIVSDFH
IRULQGXFWLYHHOHPHQWV)RUWKHVWDWHPHQW¶SROLF\PDNHUVSUHIHUHQFHVGHWHUPLQHGWKH











)LUVW H[HFXWLYH DFWRUV QHHGHG WR DFNQRZOHGJH WKH H[LVWHQFH RI WKH SROLF\ &(7$
DQWLGXPSLQJVRPHKRZEHFRPLQJDZDUHWKDWWKLVZDVLQGHHGVRPHWKLQJWKDWWKH\
QHHGHGWRSRVLWLRQWKHPVHOYHVRQ7KLVLQFOXGHVWKHPZRUNLQJSURDFWLYHO\WRZDUGV
RU EHLQJ LQYROYHG LQ WKH VWDUWXS RI WUDGH QHJRWLDWLRQV RU WKH DQWLGXPSLQJ
LQYHVWLJDWLRQ

7KHQ ZH QHHG WKHP WR WDNH LQ D SRVLWLRQ UHJDUGLQJ WKH SROLF\ HJ LQ LQWHUQDO
FRPPXQLFDWLRQV LQ SUHVV UHOHDVHV LQ WKH VHWWLQJ RI WKH FRXQWU\·V 73& PHPEHUV·
PDQGDWH HW FHWHUD 6LQFH ,·P LQWHUHVWHG LQ ¶DXWRQRPRXV· SUHIHUHQFHV , ZLOO WKHQ
LQYHVWLJDWH WKH VRXUFHV RI SROLF\ PDNHU·V SRVLWLRQLQJ GLG WKH\ SHUIRUP VWXGLHV"
&RQVXOW ZLWK VWDNHKROGHUV" 'LG WKH\ MXVW FRS\ WKH VWDWH·V SUHYLRXV SRVLWLRQV" 'LG
WKH\ KDYH VRPH SDUW\SROLWLFDO LGHRORJLFDO RU PDWHULDO UHDVRQV IRU FRPLQJ WR D
FHUWDLQVWDQFH"$JDLQWKHSRWHQWLDOVRXUFHVDUHPDQLIROG,KDYHIRFXVHGRQWKHRQHV
WKDW ZHUH PRVW VDOLHQW LQ WKH WKHRUHWLFDO OLWHUDWXUH DV ZHOO DV D IHZ WKDW VHHPHG
HVSHFLDOO\UHOHYDQWLQWKHFRQWH[WRIDJLYHQFDVH7KHPDLQSRLQWLVWKDW,QHHGWRILQG
VRPH SODXVLEOH VRXUFHV LH UHDVRQV IRU ZK\ WKHLU UROH ZDV QRW WKDW RI L LGOH
E\VWDQGHUVRULLSDVVLYHWUDQVPLWWHUVRIVRFLHWDOSUHIHUHQFHV
1H[W WKH\ZRXOGQHHG WRGR VRPHNLQG RI ¶ZRUN· WR WXUQ WKLVSUHIHUHQFH LQWR WKH
VWDWH·V SRVLWLRQ LI WKHUH LV SUHVVXUH IURP H[WHUQDO DFWRUV RWKHU VWDWHV WKH
&RPPLVVLRQRUFLYLOVRFLHW\WKH\PLJKWQHHGWRFRXQWHURUFLUFXPYHQWWKLVLQVRPH
ZD\DQGWKH\PLJKWQHHGWRQHJRWLDWHRUGHOLEHUDWHZLWKRWKHUGRPHVWLFH[HFXWLYH
DFWRUV DV ZHOO $V , LQGLFDWHG DERYH LJQRULQJ VXFK SUHVVXUH  DQG MXVW VHWWLQJ WKH
VWDWH·VSRVLWLRQWKH\SUHIHUFDQDOVREHFRQVLGHUHGSDUWRIWKLVVWHS,IVXFFHVVIXOWKLV






1RWH WKDW ¶SUHIHUHQFHV· KHUHGRHVQRWQHFHVVDULO\PHDQ WKDW WKHSROLF\PDNHUVKDG
VRPH GHHSVHDWHG GHVLUH IRU D FHUWDLQ SRVLWLRQ ,W MXVW PHDQV WKDW WKH\ VRPHKRZ
GHFLGHGWKDWWKHLUVWDWHVKRXOGSXWIRUZDUGDFHUWDLQSRVLWLRQ7KHUHZHUHOLPLWVWRWR
ZKLFK , IXUWKHUXQSDFNHG WKLVZKDWUHDVRQVGLG WKH\ WKHPVHOYHVEHOLHYH WKH\KDG
DQG GR , WKLQN WKLV ZDV SODXVLEOH" -XVW OLNH LQ WKH VRFLHWDO PHFKDQLVPV , GLVFXVV
PXOWLSOH SRVLWLRQV RQ D YDULHW\ RI VXEMHFWV DFURVV FHUWDLQO\ LQ WKH %HOJLDQ FDVH D
YDULHW\ RI UHOHYDQW DQG SRWHQWLDOO\ LQIOXHQWLDO H[HFXWLYH DFWRUVZKLFK WR D YDU\LQJ
H[WHQWFDQEHVDLGWREHDXWRQRPRXVDQGWRDYDU\LQJH[WHQWHQGXSGHWHUPLQLQJWKH
¶RXWFRPH·




WKH SURFHVV EXW , EHOLHYH LW LV RI LQWHUHVW WR RXU XQGHUVWDQGLQJ RI GRPHVWLF WUDGH
SROLWLFVLIZHDOVRKDYHVRPHLGHDRIZKHWKHUWKLVZDVDSURFHVVGULYHQE\SROLWLFLDQV




IRU RXU DQDO\VLV RI YDULRXV RI WKH VFRSH FRQGLWLRQV IRU H[DPSOH WKH GHJUHH RI
UHFHSWLYLW\DQG¶VRIWQHVV·FDQGLIIHUDFURVVH[HFXWLYHDFWRUV
,W·V LPSRUWDQW KHUH WR DOVR QRWH WKDW WKDW VRFLHWDO SUHVVXUH LV QRW RQO\ FRQVLGHUHG
VXFFHVVIXOLILWFKDQJHVWKHVWDWH·VSRVLWLRQFRXQWHUWRWKHSUHIHUHQFHVRIFLYLOVHUYDQWV




WKLUGFRXQWU\ UXOHV EHLQJ WDFNOHG OHDGLQJ WR WKH VWDWH FKDQJLQJ LWV JHQHUDOO\
VXSSRUWLYHDWWLWXGHLQWRDPRUHFRQFUHWHSRVLWLRQWDUJHWLQJVDLGUHJXODWLRQVWKHQWKLV
LV DQ LQVWDQFH RI VXFFHVVIXO OREE\LQJ EXLOGLQJ RQ DQ DXWRQRPRXV SUHIHUHQFH
$OORZLQJ IRU VXFK FRPSOHPHQWDU\ LQIOXHQFHV LV RQH ZD\ LQ ZKLFK , ZLOO WU\ WR




7KH SUHVHQFH RI WKHVH YDULRXV VWHSV FDQ EH WHVWHG E\ ORRNLQJ IRU LQWHU DOLD WKH
IROORZLQJHYLGHQFH





6HTXHQFHHYLGHQFH WKH VWDWH WDNLQJD VWDQFHRQ LVVXHVEHIRUH UHFHLYLQJDQ\ LQSXW
IURPVWDNHKROGHUVODFNRIFKDQJHRISROLF\PDNHUV·SRVLWLRQVHYHQDIWHUFRQWDFWZLWK
VWDNHKROGHUV
7UDFH HYLGHQFH DWWHPSWV RI SROLF\ PDNHUV WR LQIOXHQFH SRVLWLRQVDFWLYLW\ RI
VWDNHKROGHUV SROLF\PDNHUV DUJXLQJ ZLWK VWDNHKROGHUV SROLF\PDNHUV· SHUIRUPLQJ
DQDO\VHV SROLF\PDNHUV GHEDWLQJ DPRQJVW WKHPVHOYHV DERXW DVSHFWV RI WKH )7$
SROLF\PDNHUV WDNLQJ D VWDQFH RQ DVSHFWV RI WKH )7$ LQWHQVLW\ RI FRQWDFWV ZLWK
VWDNHKROGHUVODFNRIFKDQJHLQSRVLWLRQLQJRYHUWLPH
$FFRXQW HYLGHQFH SROLF\PDNHUVVWDNHKROGHUVLQWHUQDO GRFXPHQWV DWWULEXWLQJ
VWDWH·V SRVLWLRQ WR SROLF\PDNHUV· RZQ DQDO\VHVLGHRORJ\« VWDNHKROGHUV FODLPLQJ
WKH\KDGOLWWOHLQIOXHQFHDFFHVVLQSULYDWHFRQYHUVDWLRQDQLQWHUYLHZLQWKHSUHVVSXEOLF
VWDWHPHQWV




RQ DQWLGXPSLQJ YHUVXV SRVLWLRQ RQ VXVWDLQDEOH GHYHORSPHQW LQ&(7$+HUH WRR
WKH LQWHUSUHWDWLRQ DQGZHLJKLQJ RI WKH HYLGHQFHZLOO EHPRGLILHG DQG SHUKDSV EH
PDGH PRUH GHFLVLYH E\ WDNLQJ LQWR FRQVLGHUDWLRQ L WKH SULRU DQG WKH VFRSH
FRQGLWLRQVDQGLLWKHWUDFHVRIWKHSUHYLRXVPHFKDQLVPV
$IWHUSHUIRUPLQJHDFKRIWKHVH¶FKHFNV·RIWKHPHFKDQLVPV,ZLOOWKHQWU\WRSURGXFH
D V\QWKHVLV DQ RYHUODSSLQJ H[SODQDWRU\ QDUUDWLYH ZKHUH , FRPELQH WKH WZR

















,Q WKLV FKDSWHU ,ZLOO VNHWFKRXW WKHEDFNJURXQGRI WKH WUDGHSROLF\GRVVLHUVDERXW










ILQDQFLDO VHUYLFHV DQG LQWHOOHFWXDOSURSHUW\ ULJKWV ,35%HFDXVH&DQDGD UHIXVHG WR












SDUWQHU DERXWRI(8WUDGH LQJRRGVDQG LWKDGGHFUHDVHG LQ LPSRUWDQFHVLQFH










DQG WHUULWRULHV 0XFK OLNH WKH 86 KXQGUHGV RI LQWHUQDO QRQWDULII EDUULHUV KLQGHU GRPHVWLF WUDGH (JDQ 	




&DQDGD KDV WULHG WR FRPEDW WKHVH LQWHUQDO WUDGH EDUULHUV E\ QHJRWLDWLQJ LQWUD&DQDGLDQ WUDGH DJUHHPHQWV WKH






PRWRU YHKLFOHV DQG SDUWV GRPHVWLF WUDGH LQVXUDQFH DQG FRQVXPHU VHUYLFHV ,Q WKH
DJJUHJDWH DQDQQXDO LQFUHDVHE\RIDSSUR[LPDWHO\½ELOOLRQZDVH[SHFWHG






WR DOVR LQFOXGH WKHSURYLQFLDO DQG WHUULWRULDO OHYHOV LQ WKH QHJRWLDWLRQV0HDQZKLOH
WKH &RPPLVVLRQ VWDUWHG ZRUNLQJ RQ D 6XVWDLQDEOH ,PSDFW $VVHVVPHQW SXEOLVKHG
-XQHDJDLQFRQVXOWLQJVRPHFLYLOVRFLHW\RUJDQL]DWLRQVWUDGHDVVRFLDWLRQV
DFDGHPLF LQVWLWXWLRQV DQG JRYHUQPHQW DJHQFLHV (YHQWXDOO\ EDVHG RQ DOO RI WKLV
LQSXW WKH&RPPLVVLRQGUDIWHG DPDQGDWH DQG UHFRPPHQGHG WKH&RXQFLO WR EHJLQ
QHJRWLDWLRQV +EQHU%DOLN	'HPDQ  ,Q WKH IDOO RI WKH ILUVW URXQGRI
QHJRWLDWLRQVZDVODXQFKHG$JHQFH(XURSH
)RUWKH(8WKLVZDVWKHILUVWWLPHLWZRXOGEHQHJRWLDWLQJZLWKRQHRIWKHGHYHORSHG
¶TXDG· FRXQWULHV DOWKRXJK LQ PDQ\ ZD\V LW ZDV WKH FRQWLQXDWLRQ RI WKH (8·V
GHYHORSPHQWWRZDUGVQHJRWLDWLQJHYHUPRUH¶FRPSUHKHQVLYH·)7$V)RUH[DPSOHWKH
 )7$ZLWK 6RXWK.RUHD KDG DOVR UHPRYHG DOPRVW  RI DOO WDULIIV DQG KDG
LQFOXGHG VHUYLFHV DV ZHOO DV ,35 DQG UHJXODWRU\WHFKQLFDO EDUULHUV WR WUDGH
:RROFRFN
 
,Q  DIWHU ILYH URXQGV RI WDONV WKHQ WUDGH FRPPLVVLRQHU'H*XFKW FRPPHQWHG
WKDWKHEHOLHYHGWKHGHDOVKRXOGEHFORVHGEHIRUH WKHHQGRI6RPHGLIILFXOWLHV
UHPDLQHGLQUHODWLRQWRVKLS\DUGVDQGVXSSO\PDQDJHPHQWDVZHOODVJHRJUDSKLFDO




VHFWRUV H[SOLFLWO\ PHQWLRQHG LQ WKH GHDO DOO VHUYLFHV ZRXOG EH OLEHUDOL]HG XQOHVV
H[SOLFLWO\H[FOXGHG7KH&RPPLVVLRQZDVLQ IDYRURIVXFKDQDSSURDFKEXWVHYHUDO
PHPEHUVWDWHVZHUHVNHSWLFDO7KH\KDGSDUWLFXODUGLIILFXOWLHVZLWKWKH&RPPLVVLRQ·V
SURSRVDO WR DOVRPRGLI\ LWV XVXDO ¶KRUL]RQWDO· UHVHUYDWLRQ LQ SXEOLF VHUYLFHV )ULW]





 ,Q WKH*HQHUDO$JUHHPHQWRQ7UDGHLQ6HUYLFHV *$76RIDQG LQPDQ\ELODWHUDOVWKDWIROORZHG WKH(8
LQFOXGHG D ¶SXEOLF XWLOLWLHV H[HPSWLRQ·ZKLFK SURWHFWHGPHPEHU VWDWHV· ULJKW WR XSKROGPRQRSROLHV LQ FHUWDLQ
VHFWRUV RU WR JUDQW WKHP H[FOXVLYH ULJKWV 7KLV DSSOLHG QRW MXVW WR ZDWHU ZDVWH WUHDWPHQW HWF EXW ZDV DOVR
UHIHUUHGWRLQWKHUHVHUYDWLRQVRQWUDQVSRUWDWLRQVRFLDODQGKHDOWKVHUYLFHVDQGFXOWXUDOVHUYLFHV7KHWUDGLWLRQDO





PLVVHG'H*XFKW·VRSWLPLVWLFGHDGOLQH LQ WKHPDQGDWHZDVHQODUJHG WRDOVR
LQFOXGHLQYHVWPHQW
0HDQZKLOHWKH7UHDW\RI/LVERQKDGHQWHUHGLQWRIRUFHDQGIURP'HFHPEHURQ
WKH (XURSHDQ 3DUOLDPHQW VWDUWHG PRUH FORVHO\ VFUXWLQL]LQJ WKH QHJRWLDWLRQV
%LHUEUDXHU,QDUHVROXWLRQLQ0D\WKH(XURSHDQ3DUOLDPHQWFDOOHGIRUD
VSHHGLQJ XS RI WKH WDONV *8(1*/ SURWHVWHG DJDLQVW WKH QHJRWLDWLRQV $JHQFH
(XURSH D ,Q DQRWKHU UHVROXWLRQ DGRSWHG PLG WKH (3 ZHOFRPHG WKH
SURJUHVV PDGH EXW DOVR IRUPXODWHG D VHULHV RI SUREOHPV ZLWK WKH QHJRWLDWLRQV
QRWDEO\LQUHODWLRQWRWKHRSHQLQJXSRISURFXUHPHQWWRWKHSURYLQFLDODQGWHUULWRULDO
OHYHOWDUVDQGV·RLOV,35DQGWUDGHLQVHDOSURGXFWV,WDOVRGHFODUHGWKDWLWSUHIHUUHG
VWDWHWRVWDWH GLVSXWH VHWWOHPHQW RYHU ,6'6 $OO LQ DOO KRZHYHU WKH (3 GLG QRW
IRUPXODWH DQ\ IXQGDPHQWDO REMHFWLRQV WR WKH QHJRWLDWLRQV $JHQFH (XURSH 
-HVVHQ
$OWKRXJK LQ$SULO WKH(8DQG&DQDGDZHUH VWLOO DLPLQJ WR FRQFOXGH WKH WDONV
WKDW \HDU FODLPLQJ ¶· RI LVVXHV KDG EHHQ UHVROYHG $JHQFH (XURSH D D
QXPEHU RI WULFN\ SDUWV UHPDLQHG 7KHVH ZHUH PRVWO\ UHODWHG WR VRPH RI WKH (8·V
RIIHQVLYH LQWHUHVWV WKHEORFZDQWHG WKH&DQDGLDQVWRJR IXUWKHURQ UXOHVRIRULJLQ
SXEOLF SURFXUHPHQW DQG VHUYLFHV DQG LQYHVWPHQW $JHQFH (XURSH G %\
2FWREHULWZDVFOHDUWKDWWKHGHDOZRXOGEHFORVHGLQDWWKHHDUOLHVWDFFRUGLQJWR
$JHQFH (XURSH WKH VL[ ¶VWLFNLQJ SRLQWV· DW WKDW WLPH ZHUH ,35 LQFOXGLQJ
SKDUPDFHXWLFDO SDWHQWV DQG JHRJUDSKLFDO LQGLFDWLRQV SXEOLF SURFXUHPHQW
LQYHVWPHQW LQ WHUPV RI ERWK PDUNHW DFFHVV DQG SURWHFWLRQ VHUYLFHV ILQDQFLDO





SDUWLHV DJDLQ IDLOHG WR UHDFK DQ DJUHHPHQW EHFDXVH WKH (8 IHOW WKDW &DQDGD ZDV
GHPDQGLQJWRRPXFKPDUNHWRSHQLQJLQPHDWQRWDEO\EHHIDQGSRUNZKLOHWKH(8
ZDV QRW JHWWLQJ HQRXJK LQ UHWXUQ LQ GDLU\ SDUWLFXODUO\ FKHHVH 2WKHU UHPDLQLQJ
GLIILFXOWLHVVWLOOLQFOXGHGUXOHVRIRULJLQLQFDUVDQGWH[WLOHVWKH(8·VSXVKIRUDWZR
\HDULQFUHDVHLQWKHSURWHFWLRQRIGUXJSDWHQWVLQ&DQDGDDQGWKH(8·VGHPDQGIRU
PRUHRSHQLQJ LQ WHOHFRPPXQLFDWLRQV DVZHOO DV WKH HQHUJ\ VHFWRU $JHQFH(XURSH
M%HHIDQGGDLU\TXRWDVDJDLQOHGWRDIDLOXUHRIWKHWDONVLQ)HEUXDU\$JHQFH
(XURSHJDORQJZLWKUHPDLQLQJLVVXHVLQSKDUPDFHXWLFDOVDQGSXEOLFWUDQVSRUW
$JHQFH (XURSH I ,Q $SULO 2WWDZD UHTXHVWHG DQ H[HPSWLRQ RQ ILQDQFLDO
VHUYLFHV IURP WKH VHFWLRQV RQ LQYHVWPHQW SURWHFWLRQ DUELWUDWLRQ $JHQFH (XURSH
N DQG DOWKRXJK WKH DXWRPRELOH FKDSWHU ZDV UHVROYHG WKDW VDPH PRQWK
ILQDQFLDO VHUYLFHV SKDUPDFHXWLFDO SDWHQWV DQG PHDW DQG GDLU\ TXRWDV UHPDLQHG
PDMRUKXUGOHVWKURXJKRXWWKHVSULQJDQGVXPPHU$JHQFH(XURSHO
(YHQWXDOO\ LW WRRN DQ LQWHUYHQWLRQ E\ &DQDGLDQ SULPH PLQLVWHU +DUSHU DQG
&RPPLVVLRQSUHVLGHQW%DUURVRWREUHDNWKHLPSDVVH $JHQFH(XURSHD2Q
2FWREHU  WKH\ UHDFKHG DQ DJUHHPHQW ¶LQ SULQFLSOH· DOWKRXJK VRPH OHJDO DQG




DJULFXOWXUDO TXRWDV ¶SURYHG PRUH GLIILFXOW WKDQ H[SHFWHG· DQG QHJRWLDWLRQV DW WKH
WHFKQLFDOOHYHOFRQWLQXHGZHOOLQWR$JHQFH(XURSHE
$WWKHVDPHWLPHWKHUHZDVLQFUHDVLQJPRELOL]DWLRQE\FLYLOVRFLHW\RUJDQL]DWLRQV
RYHU WKH V\VWHP RI LQYHVWPHQW DUELWUDWLRQ LQYHVWRUVWDWH GLVSXWH VHWWOHPHQW ,6'6
DQG77,3WKLVFRQWHVWDWLRQHYHQWXDOO\DOVRVSUHDGWR&(7$$JHQFH(XURSHF
D F 7KLV PHDQW WKDW DOWKRXJK WKH PDQDJHPHQW RI DJULFXOWXUDO LPSRUW
TXRWDVZDVUHVROYHGLQ-XQH-XO\WKHGHDODJDLQHQWHUHGWURXEOHGZDWHUEHFDXVH
RI,6'6DVWKLVEHFDPHDQLQFUHDVLQJO\FRQWURYHUVLDOWRSLFDPRQJWKHPHPEHUVWDWHV
DVZHOO*HUPDQ\ LQ SDUWLFXODU LQZKLFK WKH SURWHVWVZHUH HVSHFLDOO\ SURQRXQFHG
YRLFHGQHZFULWLFLVPRIWKHV\VWHP$JHQFH(XURSHH7KHVDPHG\QDPLFZDV
SUHVHQWLQWKH(XURSHDQ3DUOLDPHQWZKHUHPDQ\PHPEHUVKDGEHFRPHLQFUHDVLQJO\
FULWLFDORI WKHDFFRUGQRWDEO\EHFDXVHRIWKH LQYHVWRUVWDWHV\VWHPRQWKHIDFHRI LW
WKLVSRWHQWLDOO\LPSHULOHGSDUOLDPHQWDU\UDWLILFDWLRQ$JHQFH(XURSHI
1RQHWKHOHVVDWDQ(8&DQDGDVXPPLWLQ2WWDZDRQ6HSWHPEHU&(7$ZDV
¶FRQFOXGHG· $JHQFH (XURSH K +RZHYHU WKH FDPSDLJQ DJDLQVW &(7$77,3
NHSWVZHOOLQJDQGWKHZRUULHVLQWKH&RXQFLORYHU,6'6GLGQRWGLVDSSHDU2QHRI
WKH ILUVW WDVNV RI WKH QHZ &RPPLVVLRQHU IRU WUDGH 0DOPVWU|PZDV WR PHHW ZLWK
%HUOLQRYHULQYHVWPHQWDUELWUDWLRQ$JHQFH(XURSHJ,Q-DQXDU\)UDQFH·V
0DWWKLDV)HNODQG*HUPDQ\·V6LJPDU*DEULHO MRLQWO\DVNHG WKH&RPPLVVLRQ WRUH
DVVHVV WKH ,6'6 V\VWHP FLWLQJ WKH SXEOLF FRQWHVWDWLRQ WKDW ZDV HYLGHQW LQ WKH
UHVSRQVHV WR WKH&RPPLVVLRQ·V SXEOLF FRQVXOWDWLRQ RQ WKHPDWWHU $JHQFH (XURSH
D,QUHVSRQVHWKH&RPPLVVLRQWKHQSURSRVHGDVHULHVRIFKDQJHVWRWKHV\VWHP
QDPHO\WKHFUHDWLRQRIDSHUPDQHQWLQYHVWPHQWFRXUWDQGWKHLQVWDOOLQJRIDQDSSHDO
PHFKDQLVP $JHQFH (XURSH E 7KH &RPPLVVLRQ·V UHIRUP SURSRVDOV ZHUH
JHQHUDOO\PHWZLWKDSSURYDO LQWKH&RXQFLO $JHQFH(XURSHFDQGWDONVZLWK
&DQDGD FRPPHQFHG RQ KRZ WKH\ LQ WKH ¶OHJDO VFUXEELQJ· SKDVH WKDW KDG
FRPPHQFHGDIWHUWKHGHDO·VVLJQLQJLQFRXOGDGDSWWKHV\VWHPZLWKRXWRSHQLQJ
WKHUHVWRIWKHWUHDW\WRUHQHZHGQHJRWLDWLRQV
,Q )HEUXDU\  WKHUH ZDV DJUHHPHQW RQ WKH QHZ DSSURDFK WR LQYHVWPHQW














+RZHYHU LQ WKH PHDQZKLOH QHZ KHDGDFKHV KDG VWDUWHG HPHUJLQJ ,Q 0D\ 
*UHHFHKDGVXGGHQO\UHTXHVWHGWKHDGGLWLRQRIDJHRJUDSKLFDOLQGLFDWLRQSURWHFWLQJ
IHWD FKHHVH DQ LVVXH WKDWZDV UHQHJRWLDWHGZHOO LQWR  $JHQFH(XURSH G
P7KHQ LQ$SULO  LQ UHVSRQVH WR D UHVROXWLRQRIKLVSDUOLDPHQWPLQLVWHU
SUHVLGHQWRI:DOORQLD3DXO0DJQHWWHDQQRXQFHGWKDWWKH\ZRXOGQRWEHDEOHWRUDWLI\
WKH GHDO ZLWKRXW IXUWKHU JXDUDQWHHV $JHQFH (XURSH S ,Q WKDW VDPH PRQWK
5RPDQLD WKUHDWHQHG WRYHWR WKHGHDORYHUWKH ODFNRIYLVDIUHH WUDYHO WR&DQDGDIRU
5RPDQLD DQG %XOJDULD $JHQFH (XURSH Q $QRWKHU VWUXJJOH HPHUJHG RYHU
FRPSHWHQFH LVVXHVZKHWKHU WKHGHDOZDVD ¶PL[HG·DJUHHPHQWRUQRW%\PLG
PRVW(XURSHDQVWDWHVKDGSRVLWLRQHGWKHPVHOYHVLQIDYRURIGHFODULQJ&(7$DPL[HG
DJUHHPHQW $JHQFH (XURSH M DQG DOWKRXJK LWV OHJDO VHUYLFH RSLQHG WKDW WKH
DJUHHPHQW ZDV DQ H[FOXVLYH FRPSHWHQFH RI WKH (8 WKH &RPPLVVLRQ HYHQWXDOO\





JURXS RI VWDWHV FDOOHG IRU WKH VZLIW UDWLILFDWLRQ RI &(7$ DQG WKH FRQWLQXDWLRQ RI
77,3 LQ D OHWWHU WR0DOPVWU|P $JHQFH (XURSH F RWKHUV HQFRXQWHUHG PRUH
GLIILFXOWLHV $PLG RQJRLQJ PRELOL]DWLRQ E\ FLYLO VRFLHW\ HVSHFLDOO\ LQ :HVWHUQ
(XURSHVHYHUDOPHPEHUVWDWHVYRLFHGGRXEWVRYHUWKHDFFRUG,Q6HSWHPEHU$XVWULD
DQQRXQFHGWKDWLWPLJKWSRWHQWLDOO\YHWRWKHDJUHHPHQW$JHQFH(XURSHG7KH
GHDOZDV DOVR LQGDQJHU EHFDXVH RI GRXEWVRYHU LQYHVWPHQWSURWHFWLRQ LQ 6ORYHQLD
EHFDXVH RI UHVLVWDQFH LQ WKH VRFLDO GHPRFUDWLF SDUW\ LQ *HUPDQ\ DQG EHFDXVH RI
%XOJDULD DQG5RPDQLD·V RQJRLQJGLVFRQWHQW RYHU WKHLU H[FOXVLRQ RI YLVDIUHH WUDYHO
ZLWK&DQDGD
,Q DQ DWWHPSW WR VZD\ WKH RSSRVLWLRQ WKH(8 DQG&DQDGDSURSRVHG WR LQFOXGH DQ
¶LQWHUSUHWDWLYHGHFODUDWLRQ·DGRFXPHQWWKDWZRXOG¶FODULI\·&(7$ZLWKRXWDOWHULQJ
WKH WH[W 7KLV PRYH ZDV HVSHFLDOO\ LQVWUXPHQWDO LQ KHOSLQJ WR RYHUFRPH WKH
RSSRVLWLRQ LQ*HUPDQ\ DQG WKHGHFODUDWLRQZDVDSSURYHGE\ WUDGHPLQLVWHUVRQ
6HSWHPEHU$JHQFH(XURSHIK
$WWKHVDPHWLPHKRZHYHUWKH¶&(7$VDJD·ZLWK:DOORQLDVWDUWHGHVFDODWLQJ,ZLOO
GLVFXVV WKLV LQ PRUH GHWDLO LQ WKH FKDSWHU RQ %HOJLXP DQG &(7$ EXW LQ EULHI LQ
2FWREHU  WKH :DOORRQ UHJLRQ WKH %UXVVHOV&DSLWDO UHJLRQ DQG WKH :DOORQLD
%UXVVHOV IHGHUDWLRQ WKUHDWHQHGQRWWRUDWLI\XQOHVVDQXPEHURIGHPDQGVUHODWHG LQ
SDUWLFXODUWRDJULFXOWXUHVHUYLFHVOLEHUDOL]DWLRQDQGLQYHVWPHQWSURWHFWLRQZHUHPHW














WUDGH PLQLVWHU &KU\VWLD )UHHODQG WUDYHOOHG WR 1DPXU LQ RUGHU WR GLUHFWO\ ZLWK
%HOJLXPDQG:DOORQLDDQDWWHPSWWKDWWRRNVRPHGD\VEXWXOWLPDWHO\IDLOHG$JHQFH
(XURSH R $IWHU WKUHDWHQLQJ ZLWK XOWLPDWXPV WKH (XURSHDQ &RXQFLO DQG
&DQDGLDQ SULPHPLQLVWHU 7UXGHDX HYHQWXDOO\ GHFLGHG RQ WKH WK WR JLYH %HOJLXP
PRUH WLPH DOWKRXJK WKH VLJQLQJ UHPDLQHG SODQQHG IRU WKH WK $JHQFH (XURSH
O
,QWKHPRUQLQJRI2FWREHUDGHDOZDVILQDOO\VWUXFNZLWKLQ%HOJLXPDQGZLWKWKH
(8 DQG &DQDGD  7KH ILQDO  SDJH ORQJ LQWHUSUHWDWLYH LQVWUXPHQW DIILUPHG WKH
VWDWHV· ULJKW WR UHJXODWH IRU SXEOLF SROLF\ SXUSRVHV DQG XQGHUVFRUHG WKDW &(7$
ZRXOGQRWOHDGWRDORZHULQJRIQRUPVUHODWHGWRWKHHQYLURQPHQWKHDOWKFRQVXPHU
SURWHFWLRQV ODERU RU IRRG DQG SURGXFW VDIHW\  ,W FODULILHG WKDW HYHU\ SDUW\ FRXOG
LWVHOI GHILQH ZKDW D ¶SXEOLF VHUYLFH· HQWDLOHG DQG WKDW VRFLDO VHFXULW\ DQG KHDOWK






WKDW:DOORQLD WKH )UDQFRSKRQH FRPPXQLW\ WKH %UXVVHOV· UHJLRQ DQG WKH*HUPDQ
VSHDNLQJ FRPPXQLW\ZRXOGQRW UDWLI\ WKHGHDO XQOHVV VLJQLILFDQW VWHSVZHUH WDNHQ
WRZDUGVPXOWLODWHUDOL]LQJ,&67KH%HOJLDQVWDWHZDVDOVRREOLJHGWRUHTXHVWDUXOLQJ
IURP WKH(XURSHDQ&RXUWRI -XVWLFH (&-RQZKHWKHU ,&6ZDV LQ OLQHZLWK WKH(8
WUHDWLHV





ILQLVKDIWHU WKLVGDWHKRZHYHU$IWHUDQRWKHU LQWHQVH\HWXQVXFFHVVIXO FDPSDLJQE\
FLYLOVRFLHW\WKHVXSUDQDWLRQDOFKXQNRIWKHSURFHGXUHZDVEURXJKWWRDQHQGZKHQ
WKH (3 DSSURYHG &(7$ LQ )HEUXDU\  3URYLVLRQDO DSSOLFDWLRQ ZDV VHW WR
FRPPHQFH LQ $SULO DV WKH GHDO VWDUWHG ZRUNLQJ LWV ZD\ WKURXJK WZHQW\ HLJKW
GRPHVWLF UDWLILFDWLRQ SURFHGXUHV EXW WKLV ZDV GHOD\HG GXH WR QHZ ¶WHFKQLFDO·
TXDUUHOV LQFOXGLQJRYHU WKHDJULFXOWXUDOTXRWDV $JHQFH(XURSH (YHQWXDOO\
&(7$ZDVSURYLVLRQDOO\DSSOLHGLQ6HSWHPEHU
 
$FFRUGLQJ WR :ROO  DQG :RROFRFN  (8 EXVLQHVV IHGHUDWLRQV
%XVLQHVV(XURSHDQGWKH(XURSHDQ6HUYLFHV)RUXPZHUHVXSSRUWLYHRIWKHVWDUWXS
RI QHJRWLDWLRQV VRPHWKLQJ WKDW ZDV DOVR UHIOHFWHG LQ WKH UHVSRQVHV WR WKH -RLQW
6WXG\ DQG ZHUH DFWLYHO\ IROORZLQJ DQG SXEOLFO\ ¶VXSSRUWLQJ· WKH WDONV LQ WKH
SUHSDUDWRU\SKDVH DVZHOODVGXULQJ WKHQHJRWLDWLRQV$V'UDFKH DQG7UHZQRWH LQ





RQ WKH&DQDGLDQVLGH  LQFOXGLQJ WKH VHFWRUV WKDWRSSRVHG WKHGHDO%RWK:ROO DQG




DQG WUDGH XQLRQV VWDUWHG SUHSDULQJ D FDPSDLJQ DJDLQVW WKH DJUHHPHQW DV HDUO\ DV
DOWKRXJKWKH\ZHUHQRWYHU\LQIOXHQWLDOLQVWHHULQJWKHLUJRYHUQPHQWV,QWKH




(XURSHDQ FLYLO VRFLHW\ RUJDQL]DWLRQV VWDUWHG PRELOL]LQJ DJDLQVW WKH GHDO *HUPDQ
JURXSV LQLWLDOO\ OHG E\ ¶&DPSDFW· ZHUH HVSHFLDOO\ YRFDO DOUHDG\ LQ 'HFHPEHU WKH
¶6HDWWOH WR %UXVVHOV 1HWZRUN· 6% VXFFHHGHG LQ EULQJLQJ WRJHWKHU D PXFK ZLGHU
FRDOLWLRQ IURPDFURVV WKHPHPEHUVWDWHV WKH\GHPDQGHGWKH&RPPLVVLRQIRU LQSXW
RQ ,6'6 ,Q -DQXDU\  WKH &RPPLVVLRQ JDYH LQ ZLWK WKH ODXQFK RI DQ RQOLQH
FRQVXOWDWLRQ DERXW ,6'6 LQ 77,3 7KLV VXUYH\ DWWUDFWHG DQ XQSUHFHGHQWHG 
WKRXVDQGDPRXQWRIFRQWULEXWLRQVRIZKLFKUHMHFWHG,6'6%DXHU+EQHU
HW DO  $URXQG WKH VDPH WLPH  &62V IURP HLJKWHHQ PHPEHU VWDWHV
VXSSRUWHG WKH ODXQFKRID(XURSHDQ&LWL]HQV ,QLWLDWLYH (&,XQGHU WKH IODJRI WKH




RSHQ XSPHPEHU VWDWHV WR OLWLJDWLRQ E\ &DQDGLDQ ILUPV VLQFH  GLG QRW KDYH
%,7V ZLWK LQYHVWPHQW GLVSXWH VHWWOHPHQW ZLWK &DQDGD DQG WKDW LW ZRXOG











ERRPLQJ &KLQD EHFDPH WKH (8·V VHFRQGPRVW LPSRUWDQW WUDGLQJ SDUWQHU LQ 
+RZHYHUDW WKH VDPH WLPHZRUULHVDERXW&KLQD·V ULVHDQG WKH FRPSHWLWLYHGDQJHU
WKDW LW SRVHG VWDUWHGJURZLQJ$V LQ WKH UHVW RI WKHZRUOG &KLQD EHFDPH WKH (8·V
SULPDU\ WDUJHW RI DQWLGXPSLQJ DQG DQWLVXEVLG\PHDVXUHV 7KHUH KDYH DOVR EHHQ









QXPHURXV GLVSXWHV EHWZHHQ WKH WZR LQ WKH:72$OWKRXJK WKLV DW ILUVW UHPDLQHG
OLPLWHG WR WUDGLWLRQDO DLOLQJ LQGXVWULDO VHFWRUV OLNH FORWKLQJDQG WH[WLOHVRU WKH VKRH
LQGXVWU\ WUDGH IULFWLRQV KDYH VWHDGLO\ PRYHG XS WKH YDOXH FKDLQ  WRZDUGV PRUH
WHFKQRORJLFDOO\ DGYDQFHG DQG IURQWLHU VHFWRUV +HURQ  5RYHJQR 	
9DQGHQEXVVFKH  7KH VRODU SDQHO FDVH FDQ EH VHHQ DV D FRQWLQXDWLRQ RI WKLV
WUHQG
,Q WKH86 DQG LQ D QXPEHU RI (XURSHDQ VWDWHV VRODU HQHUJ\ ERRVWHG E\ JHQHURXV
VXEVLGLHV VWDUWHG ERRPLQJ DIWHU  $ ODUJH DPRXQW RI QHZ ILUPV VSUXQJ XS
HVSHFLDOO\ LQ *HUPDQ\ QRW MXVW LQ WKH SURGXFWLRQ RI VRODU SDQHOV EXW DOVR LQ WKH
PDQXIDFWXULQJ RI FRPSRQHQWV DQG LQSXWV VRODU FHOOV SRO\VLOLFRQ DQG LQ WKH
LQVWDOODWLRQRIVRODUPRGXOHV6RPH\HDUVODWHU&KLQDIROORZHGE\LQWXUQVXEVLGL]LQJ
WKLV XSFRPLQJ WHFKQRORJ\ 3ODVVFKDHUW  7KLV OHG WR DQ LPPHQVH LQFUHDVH LQ
&KLQHVH VRODU SURGXFWLRQ ZKLFK ZDV HVSHFLDOO\ ORFDWHG QHDU WKH HQG RI WKH
PDQXIDFWXULQJFKDLQWKHDVVHPEO\RIFHOOVLQWRVRODUSDQHOV$URXQGWKHVHFWRU
HQWHUHG WURXEOHGZDWHUV2YHUSURGXFWLRQ OHG WRGRZQZDUG VSLUDOLQJ SULFHVZKLFK
FRPELQHGZLWKRYHUERUURZLQJ DQG DQXPEHU RI RWKHU IDFWRUV WRSURGXFH D VHYHUH
FULVLV7KLVFUDVKZDVGHHSHQHGE\GHYHORSPHQWVLQ&KLQD&KLQHVHSURGXFWLRQKDG
TXLFNO\RXWSDFHGGRPHVWLFFRQVXPSWLRQDQGLWVKLJKO\SULFHFRPSHWLWLYHSURGXFHUV
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Product code (HS06-1996): 854140 - Photosensitive semi-conductor device, PV cells and light 
emitting diodes  


























DQ DQWLVXEVLG\ FRPSODLQW $JHQFH (XURSH  7KH (XURSHDQ &RPPLVVLRQ
DFFHSWHG WKH ILOLQJ DQG VWDUWHG DQ DQWLGXPSLQJ LQYHVWLJDWLRQ LQ 6HSWHPEHU 
$JHQFH(XURSHH7KH LQYHVWLJDWLRQ ORRNHGDWGXPSLQJ LQSKRWRYROWDLFVRODU





DJDLQVW ,WDO\	*UHHFH RYHUXQGXHGRPHVWLF VXSSRUW WR WKHLU RZQ VRODU LQGXVWULHV
$OWKRXJK$QJHOD0HUNHOFDOOHGRQ¶WKH&RPPLVVLRQFRPSDQLHVDQG&KLQD>WR@UHVROYHWKH
LVVXHE\FRPPXQLFDWLRQUDWKHU>WKURXJK@DQWLGXPSLQJSURFHGXUHV·GXULQJDPHHWLQJZLWK
&KLQD·V SULPHPLQLVWHU:HQ -LDEDR LQ $XJXVW  $JHQFH (XURSH H VRRQ
DIWHUWKHGLVSXWHZHQWLQWRFUHVFHQGR
,QWKHVSULQJRIWKH&RPPLVVLRQDQQRXQFHGLWZRXOGEHLPSRVLQJSURYLVLRQDO
GXWLHV RQ &KLQHVH VRODU ILUPV LQ -XQH ODWHU WKDW \HDU ,Q WKH PHHWLQJ RQ WKH
SURYLVLRQDO GXWLHV  0D\  HLJKWHHQ PHPEHU VWDWHV YRWHG DJDLQVW WKH
LPSRVLWLRQ RI SURYLVLRQDO GXWLHV ILYH DEVWDLQHG DQG IRXU FRXQWULHV VXSSRUWHG WKH
GXWLHV,QWHUYLHZ)2'(FRQRPLH
,QSXEOLFWKH&RPPLVVLRQZDVVXSSRUWHGE\DVPDOOJURXSRIPHPEHUVWDWHVOHGE\
























































































































































































































































































































































































































7KH FRVWV RI WKH GXWLHV ZHUH ERXQG WR EH VSUHDG YHU\ XQHYHQO\ WKURXJKRXW WKH
FKDLQ6RODUSDQHOVDUHPDGHIURPDFRPELQDWLRQRIJODVVDQGVRODUFHOOVZKLFKDUH
FRQVWUXFWHG IURP ZDIHUV PDGH RXW RI FU\VWDOV IURP KLJKJUDGH SRO\VLOLFRQ
LQVWDOODWLRQ LV YHU\ ODERULQWHQVLYH ,QFUHDVLQJ WKH SULFH RI &KLQHVH VRODU SDQHOV
GLUHFWO\ UDLVHG WKH LQSXWFRVWV IDFHG E\ LQVWDOOHUV DQG DOVR KDUPHG 39UHODWHG
SDUWVUDZPDWHULDOH[SRUWVWR&KLQDZKLOHSURWHFWLQJ(8SURGXFHUVRIILQLVKHGVRODU
SDQHOV ,Q SDUDOOHO &KLQHVH UHWDOLDWRU\ DFWLRQV DOVR WKUHDWHQHG RWKHU (XURSHDQ




LQVWDOODWLRQ FRVWV DFFRXQWHG IRU PRUH WKDQ KDOI WKH DYHUDJH SULFH RI DQ LQVWDOOHG
SKRWRYROWDLF V\VWHP LQ (XURSH WKLVPHDQW WKDW WKH(XURSHDQ YDOXHDGGHG RI VXFK
V\VWHPVZDVVXEVWDQWLDOHVSHFLDOO\EHFDXVHVRPH(XURSHDQQRWDEO\*HUPDQILUPV
SOD\HGDQLPSRUWDQWUROHLQRWKHUVWHSVRIWKHSURGXFWLRQFKDLQ7KH*HUPDQ:DFNHU
&KHPLH IRU H[DPSOH ZDV RQH RI WKH PRVW LPSRUWDQW SURGXFHUV DQG H[SRUWHUV RI
SRO\VLOLFRQ&XUUDQ7KLVVLGHRIWKHYDOXHFKDLQGHFLGHGWRSXVKEDFNDJDLQVW
3UR6XQE\UDOO\LQJLQWKH$OOLDQFHIRU$IIRUGDEOH6RODU(QHUJ\$IDVHGRPLQDWHG
E\ ILUPV IURP WKH8.*HUPDQ\DQG WKH1HWKHUODQGVZKLFK ODXQFKHGDYLJRURXV
FRXQWHUOREE\ ,WZDUQHGWKDWGXWLHVZRXOG ¶EULQJDERXWPDVVLYH MRE ORVVHV IRU WKH(8
DQGLQMXUHWKH(XURSHDQEUDQFKRIWKHLQGXVWU\DVDZKROH·$JHQFH(XURSHGH
$IDVHFRQVLVWHGPRVWO\RI(8LQVWDOODWLRQFRPSDQLHVPDQXIDFWXUHUVRILQWHUPHGLDWH
JRRGV IURP WKH VRODU FKDLQ DQG&KLQHVH VRODUSDQHO H[SRUWHUV0DQ\ RI WKH$IDVH
FRPSDQLHV KDG WUDGHG H[WHQVLYHO\ ZLWK &KLQHVH ILUPV ERWK DV VXSSOLHUV DQG
LPSRUWHUVZKLFKPHDQW WKH\ KDG DQ LQWHUHVW LQ JRRG UHODWLRQVZLWK&KLQD DQGRU
NHHSLQJ&KLQHVH LPSRUWSULFHV ORZ3UR6XQFRPSDQLHVGLGQRWKDYH WKHVHNLQGVRI
OLQNV 7KH (XURSHDQ IHGHUDWLRQ RI WKH VRODU LQGXVWU\ WKH (XURSHDQ 3KRWRYROWDLF
,QGXVWU\$VVRFLDWLRQ(3,$GLGQRWWDNHDFOHDUSRVLWLRQDQGWULHGWRUHPDLQLQWKH
EDFNJURXQGEHFDXVH LWVPHPEHUV LQFOXGHGILUPVIURP$IDVHDQG3UR6XQ  &XUUDQ


(YHQWXDOO\ WKH &RPPLVVLRQ VWLOO LQVWDOOHG SURYLVLRQDO PHDVXUHV &KLQD UHWDOLDWHG
LPPHGLDWHO\ZLWKLWVRZQLQYHVWLJDWLRQVRI(XURSHDQVXSSRUWWRWKHZLQH LQGXVWU\












FRXQWHUOREE\LQJ RQ WKH (XURSHDQ VLGH ZKLFK DV &XUUDQ QRWHV ¶>OHG WR@ D UDWKHU
XQXVXDO VLWXDWLRQ ZKHUH (8 FRPSDQLHV IURP ZLWKLQ WKH VHFWRU DQG HYHQ IURP XQUHODWHG
VHFWRUV OLNH ZLQH ZHUH OREE\LQJ VLPXOWDQHRXVO\ ZLWK &KLQHVH FRPSDQLHV DJDLQVW WUDGH
SURWHFWLRQ· &XUUDQS7KLVFRPELQDWLRQRILQWHUQDODQGH[WHUQDOSUHVVXUHV
HYHQWXDOO\ IRUFHG WKH GXWLHVEORF WR EDFN GRZQ )LQDQFLDO 7LPHV  ,Q -XQH
 )UDQFRLV+ROODQGH DQQRXQFHG WKDW KHZLVKHG WR ¶VHWWOH WKH SKRWRYROWDLF GLVSXWH
ZLWK%HLMLQJ´LQDFRQFLOLDWRU\VSLULWµ
$JHQFH(XURSHLDQGWKH&RPPLVVLRQZDV
IRUFHG WR VHHND VHWWOHPHQWZLWK&KLQD ,Q -XO\ WKH&RPPLVVLRQ DQQRXQFHG LW KDG
FRPHWRDGHDOZLWKWKH&KLQHVHJRYHUQPHQWDQGWKDWLWZRXOGUHIUDLQIURPDQ\DQWL
VXEVLG\ GXWLHV RQ &KLQHVH VRODU SDQHOV 7KH DJUHHG SULFHXQGHUWDNLQJ VWLSXODWHG




3UR6XQ WKUHDWHQHG WR WDNH WKH FRPSURPLVH WR WKH (&- EXW WKH &RPPLVVLRQ ZHQW
WKURXJKZLWK WKH QHJRWLDWHG$6$' VHWWOHPHQW LQ WKH IDOO RI  E\ LPSRVLQJ D
GHILQLWHGXW\$OWKRXJKRQO\VHYHQPHPEHUVWDWHVYRWHG LQIDYRURIWKHGXW\ZKLOH

















EHIRUHPRYLQJ RQ WR D GHWDLOHG H[SODQDWRU\ VWXG\ RI &(7$ DQG VRODU GXPSLQJ 7KH
VWUXFWXUHRIWKHFRXQWU\FDVHVLVVXPPDUL]HGDERYHHDFKVXEFKDSWHU
$QRWHRQP\VRXUFHV
,Q ZKDW IROORZV , KDYH FRPELQHG DFDGHPLF VRXUFHV SUHVV FRYHUDJH SDUOLDPHQWDU\
KHDULQJV LQWHUYLHZV DQG D VHULHV RI LQWHUQDO GRFXPHQWV WKDWZHUH UHOHDVHG E\ D ¶:HW
2SHQEDDU%HVWXXU· :2% UHTXHVW7KHVH DUH UHIHUUHG WR LQGLIIHUHQWZD\V LQ WKH WH[W
7KH DFDGHPLF VRXUFHV DQG LQWHUYLHZV DUH LQFOXGHG LQ WKH XVXDO ZD\ZLWK UHIHUHQFHV
LQVLGH WKH WH[W 7KH SUHVV DUWLFOHV KRZHYHU DUH LQFOXGHG LQ WKH IRRWQRWHV $OO
SDUOLDPHQWDU\SLHFHVDUH UHIHUUHG WRXVLQJWKHDUFKLYDO V\VWHPRI WKHSDUOLDPHQW LWVHOI
WKH\ UHVHPEOH WKH IROORZLQJ ¶NVW· DQG FDQ WKHUHIRUHEH HDVLO\ UHWULHYHGXVLQJ
WKH SDUOLDPHQWDU\ GDWDEDVH RI WKH 7ZHHGH .DPHU 7KLV LQFOXGHV WKH ¶OHWWHUV· WKDW WKH
PLQLVWHU VHQGV WR WKH SDUOLDPHQW RQ D UHJXODU EDVLV WR LQIRUP WKHP DERXW WKH WUDGH
DJHQGDDQGWKH'XWFKSRVLWLRQ7KHGRFXPHQWVIRUWKH:2%UHTXHVWDUHUHIHUUHGWRE\











HFRQRPLFV\VWHP7KHVWUXFWXUHRI WKLVFKDSWHU LVDV IROORZV , ILUVWGLVFXVV WKHJHQHUDO
FKDUDFWHULVWLFVRIWKH'XWFKSROLWLFDOV\VWHPDQGJLYHDELUG·VH\HYLHZRIUHFHQWSROLWLFDO
GHYHORSPHQWV 7KHQ , GLVFXVV WKH FRPSRVLWLRQ RI WKH 1HWKHUODQGV· HFRQRP\ DQG
HPSOR\PHQWDQGORRNDWLWVLQWHUQDWLRQDOWUDGHDQGLQYHVWPHQWSURILOH)LQDOO\,JLYHDQ







7KH1HWKHUODQGV LV D FRQVWLWXWLRQDOPRQDUFK\ DQGDSDUOLDPHQWDU\GHPRFUDF\(YHU\
IRXU\HDUHOHFWLRQVDUHKHOGIRUWKHVHDWVRIWKH7ZHHGH.DPHUORZHUKRXVH7KH
HOHFWRUDO V\VWHP LV SURSRUWLRQDO DFURVV D QDWLRQZLGH YRWLQJ GLVWULFW 7KHUH LV QR
HOHFWRUDO WUHVKKROG 7KH (HUVWH .DPHU VHQDWH LV QRW HOHFWHG GLUHFWO\ EXW E\ WKH
PHPEHUVRIWKH3URYLQFLDOH6WDWHQZKLFKDUHHOHFWHGDWWKHSURYLQFLDOOHYHO6LQFH
WKHUH LV DOVR WKH SRVVLELOLW\ RI D QRQELQGLQJ DGYLVRU\ UHIHUHQGXP ,I D PLQLPXP RI
VLJQDWXUHVLVFROOHFWHGDUHIHUHQGXPFDQEHKHOGDERXWDQDOUHDG\H[LVWLQJODZRU
GHFUHHLIRIHOLJLEOHYRWHUVSDUWLFLSDWHDQGDPDMRULW\VXSSRUWVWKHUHIHUHQGXPLWLV







SDUW\ ,Q DGGLWLRQ WR WKHVH ODUJH IRUPDWLRQV WKHUH DUH WKH SURWHVWDQW 6*3 DQG WKH
RUWKRGR[ &KULVWHQ8QLH &8 D OHVV FHQWULVW VRFLDOLVW SDUW\ WKH 63 D JUHHQ SDUW\
*URHQ/LQNV*/DQGDVRFLDOOLEHUDOSDUW\',QWKHSDVWGHFDGHQHZSDUWLHVKDYH
ULVHQ RI ZKLFK WKH (XURVFHSWLF DQG ¶,VODPFULWLFDO· QDWLRQDOLVW 3DUWLM YRRU GH 9ULMKHLG
399OHGE\*HHUW:LOGHUVKDVEHHQWKHPRVWVXFFHVVIXORQH,QWKHVPDOO¶SDUW\
IRU DQLPDOV· 3YG' HQWHUHG WKH SDUOLDPHQW DV ZHOO $ QXPEHU RI RWKHU SDUWLHV KDYH








VWUHQJWKHQHG LWV RYHUVLJKW RI (8 SROLF\PDNLQJ WKURXJKRXW WKH SDVW GHFDGHV LWV
LQIOXHQFHKDVJHQHUDOO\UHPDLQHGOLPLWHG7KHH[HFXWLYHKDVUHWDLQHGPXFKRILWVSRZHU
EHFDXVHRI LWVSHUVLVWHQW LQIRUPDWLRQDGYDQWDJHDQG LWVGLUHFW OLQN WRGHFLVLRQPDNLQJ





2YHU WKH ODVWGHFDGH'XWFKQDWLRQDOSROLWLFVKDV EHHQSODJXHGE\SROLWLFDO FULVHV DQG
XQVWDEOHJRYHUQPHQWV,ZLOOJLYHDYHU\EULHIRYHUYLHZRIWKHPDLQGHYHORSPHQWV
&KULVWHQ8QLH 3YG$DQG&'$ OHGD ¶VRFLDO&KULVWLDQ· FDELQHW EHWZHHQ  DQG
%DONHQHQGH ,9 ,Q WKH FRQWH[W RI D KHDWHG VRFLHWDO GHEDWH IROORZLQJ WZR SROLWLFDO
PXUGHUVVLQFHWKHWXUQRI WKHFHQWXU\DQGWKHULVHRI IDUULJKWDQGQDWLRQDOLVWSDUWLHV
WKLV JRYHUQPHQW ZDV PRUHRYHU FRQIURQWHG ZLWK WKH FUHGLW FULVLV· DUULYDO LQ WKH
1HWKHUODQGV LQ  ,Q UHVSRQVH LW ODXQFKHG D VHW RI .H\QHVLDQ VWLPXOL EXW LW DOVR
HQIRUFHGDSUHYLRXVO\XQWKLQNDEOHLQFUHDVHLQWKHUHWLUHPHQWDJH,QWKHHQGKRZHYHU
WKH FDELQHW GLG QRW IDOO RYHU HFRQRPLF SROLF\ EXW RYHU WKH FRQWLQXDWLRQ RI WKH 'XWFK
PLOLWDU\ PLVVLRQ LQ $IJKDQLVWDQ .RFNHOPDQV  ,Q WKH  HOHFWLRQV WKH &'$
ZKLFKKDGOHGWKHSUHYLRXVIRXUJRYHUQPHQWVDVWKHODUJHVWSDUW\ZDVGHFLPDWHGWKH\
ZHUH QRZ WKH IRXUWK SDUW\ LQ SDUOLDPHQW 7KH OLEHUDO 99'EHFDPH WKH ELJJHVW SDUW\
IROORZHG E\ WKH VRFLDO GHPRFUDWLF 3YG$ DQG WKH ELJ YLFWRU RI WKH HOHFWLRQV *HHUW
:LOGHUV· (XURVFHSWLF QDWLRQDOLVWV RI WKH 399 7KH HOHFWLRQV IXUWKHU IUDJPHQWHG WKH
'XWFKSDUW\ODQGVFDSHDOPRVWDOOSDUWLHVZHUHQRZPLGVL]HG.RFNHOPDQV0DUN
5XWWH RI WKH99' OHG WKH VXEVHTXHQW QHJRWLDWLRQV DQG HYHQWXDOO\ IRUPHG DPLQRULW\
FDELQHW ZLWK WKH &'$ ZKLFK ZDV VXSSRUWHG LQ SDUOLDPHQW E\ WKH 399 ZLWKRXW LW
EHFRPLQJSDUWRIWKHPLQLVWHULDOFDELQHW²DFRRSHUDWLRQWKDWZDVILHUFHO\FULWLFL]HGLQ
WKH &'$ EXW HYHQWXDOO\ DSSURYHG E\ D PDMRULW\ RI LWV PHPEHUV 7KLV JRYHUQPHQW
HQDFWHGDEURDGSURJUDPRIEXGJHWFXWVLQFOXGLQJLQGHSDUWPHQWVWKDWKDGSUHYLRXVO\
EHHQJXDUGHG E\ WKHSURJUHVVLYH SDUWLHV· SDUWLFLSDWLRQ LQJRYHUQPHQW FXOWXUH QDWXUH
DQGGHYHORSPHQWFRRSHUDWLRQ,WDOVRKDGWRGHDOZLWKWKH(XURFULVLVDQGWKHRQJRLQJ
ILHUFH GHEDWHV RYHU PLJUDWLRQ DQG ,VODP VWRNHG XS E\ WKHLU SDUWQHU WKH 399 LQ
SDUOLDPHQW 0HDQZKLOH WKH 399 ZDV FRQVWDQWO\ VWUXJJOLQJ ZLWK LQWHUQDO FULVHV DQG
VFDQGDOV DQG WKH FRRSHUDWLRQ ZLWK WKH RWKHU SDUWLHV EHFDPH LQFUHDVLQJO\ WHQVH
.RFNHOPDQV7KHEULWWOHFRQVWUXFWLRQEHFDPHXQWHQDEOHZKHQDQ03RIWKH399
OHIW WKHSDUW\ LQ0DUFK IXUWKHUGLPLQLVKLQJ WKHJRYHUQPHQW·VPDMRULW\DQGDIWHU
GLVFXVVLRQVRYHUDXVWHULW\PHDVXUHVZHUHEORFNHGE\:LOGHUVLQ$SULO7KHJRYHUQPHQW





ZLWKDQDJUHHPHQW WKDWSURPLVHGIXUWKHUEXGJHWFXWVDQGDXVWHULW\)RU WKH ILUVW WLPH
WKH\FUHDWHGDPLQLVWHUWKDWFRPELQHGIRUHLJQWUDGHZLWKGHYHORSPHQWFRRSHUDWLRQ7KH
FDELQHWZDV VWLOO VHHQ DV XQVWDEOH KRZHYHU EHFDXVH LW GLGQRW KDYH DPDMRULW\ LQ WKH
VHQDWHWKLVPHDQWLWVWLOOQHHGHGWKHVXSSRUWIURPRSSRVLWLRQSDUWLHVLQJHWWLQJVRPHRI
LWVODZVSDVVHG%RWKSDUWLHVDOVRVWDUWHGSOXPPHWLQJLQWKHSROOVVRRQDIWHUZDUGVDQG













ZDU EXW IURP WKH V RQ JUDGXDOO\ ZHDNHQHG GXH WR DPRQJVW RWKHU IDFWRUV WKH
LQFUHDVLQJ KHWHURJHQHLW\ RI WKH ODERU IRUFH 7RXZHQ  ,Q WKH SDVW GHFDGHV WKH
XQLRQV KDYH VWUXJJOHG ZLWK D IDOOLQJ GHJUHH RI XQLRQL]DWLRQ IURP RQH WKLUG RI WKH
ZRUNIRUFHLQWRRQHVL[WKWRGD\DOWKRXJKSROOVLQGLFDWHWKDWDODUJHPDMRULW\RIWKH
SRSXODWLRQ VWLOO VXSSRUWV WKHP .HXQH  ,Q  WKH VRFLDOLVW DQG FDWKROLF WUDGH
XQLRQVPHUJHGLQWR)HGHUDWLH1HGHUODQGVH9DNEHZHJLQJ)19ZKLFKLQWRRNLQ
SUHYLRXVO\ TXDVLDXWRQRPRXV IHGHUDWLRQV OLNH $EYRNDER )19 SXEOLF VHUYLFHV DQG
)19%RXZFRQVWUXFWLRQ2IWKHWKUHHPDLQXQLRQVLQWKH1HWKHUODQGV&199&3DQG
)19 WKH ODWWHU LV E\ IDU WKH ODUJHVW ,W FRQVLVWV RI D FHQWUDO RUJDQL]DWLRQ DQG D GR]HQ
VHFWRULDOVXEIHGHUDWLRQV
%XVLQHVVKDVQRWUHPDLQHGDWRPL]HGHLWKHU$FFRUGLQJWR%RXZHQVWKH'XWFKEXVLQHVV
VHFWRUKDVEHHQRQHRI WKHPRVW FRRUGLQDWHGZRUOGZLGH6LQFH WKHV WKHEXVLQHVV
DVVRFLDWLRQV KDYH DFWHG DV OREE\LVWV FRQVXOWDQWV DQG QHJRWLDWRUV LQ VHUYLFH RI WKHLU
PHPEHU ILUPVDOWKRXJKWKH LQFUHDVLQJ(8L]DWLRQDQGLQWHUQDWLRQDOLVDWLRQRIEXVLQHVV
IRUFHG WKHP WR EHFRPH PRUH SURIHVVLRQDO DQG VSHFLDOL]HG %RXZHQV  7RXZHQ
$VZLWKWKHXQLRQVWKHGHJUHHRIPHPEHUVKLSDPRQJILUPVKDVIDOOHQHVSHFLDOO\
DPRQJ 60(V DERXW  RI DOO HPSOR\HUV LV SDUW RI D EXVLQHVV DVVRFLDWLRQ+RZHYHU
WRJHWKHUWKHVHPHPEHUVDFFRXQWIRUDVWDEOHRIDOOHPSOR\HHVPHDQLQJPDQ\ODUJH
ILUPV DUH SDUW RI WKH DVVRFLDWLRQV .HXQH  ,Q  WKH FDWKROLF DQG SURWHVWDQW
RUJDQL]DWLRQVPHUJHG DQG LQ  WKH\ FRPELQHGZLWK WKH DUHOLJLRXV DVVRFLDWLRQV WR
FUHDWHZKDWLVVWLOONQRZQDVWKH9121&:,QWKH\SDUWLDOO\PHUJHGZLWK0.%
1HGHUODQG 60(V 7KH ILUPV UHSUHVHQWHG E\ 9121&:0.%1HGHUODQG FRPELQH
 RI SULYDWH VHFWRU HPSOR\PHQW VSUHDG RYHU DERXW  VHFWRUDO DQG VXEVHFWRUDO






)LQDOO\ DSDUW IURP ODERU DQG HPSOR\HUV WKHUH LV LQ WKH 1HWKHUODQGV DQ DFWLYH FLYLO
VRFLHW\ ZLWK D YDULHW\ RI ¶WKHPDWLF· VRFLDO PRYHPHQWV ZKLFK WR VRPH H[WHQW KDYH
EHFRPH LQVWLWXWLRQDOL]HG DV ZHOO 6RPH RI WKH RQHV WKDW DUH UHOHYDQW IRU WKLV VWXG\
LQFOXGHIRULQVWDQFHDVHULHVRIRUJDQL]DWLRQVGHGLFDWHGWRQDWXUHDQGWKHHQYLURQPHQW
LQFOXGLQJODUJHLQWHUQDWLRQDORQHVOLNHWKH::)ZLWKRYHUWKRXVDQGPHPEHUVDQG
VXSSRUWHUV LQ  DQG*UHHQSHDFH EXW DOVR'XWFKRQHV OLNH1DWXXUPRQXPHQWHQ RU
0LOLHXGHIHQVLH7KLVJURXSKDVVHHQDVWURQJLQFUHDVHLQLWVPHPEHUVKLSVLQFHWKHV
$QRWKHU FOXVWHUKDVIRFXVHGRQ LQWHUQDWLRQDOFKDULW\DQGGHYHORSPHQW LQFOXGLQJWKH
'XWFK5HG&URVV8QLFHI$PQHVW\,QWHUQDWLRQDODQG2[IDP1RYLE7KHQWKHUH·VDVHULHV
RI FRQVXPHU RUJDQL]DWLRQV OLNH WKH &RQVXPHQWHQERQG  WKRXVDQG PHPEHUV LQ
ZKRVHPHPEHUVKLSKDVQHDUO\GRXEOHGLQWKHSDVWWKLUW\\HDUV)LQDOO\DOWKRXJK
WKHVHSHUKDSVILWLQDGLVWLQFWFDWHJRU\PDQ\SROLWLFDOSDUWLHVFRXOGWUDGLWLRQDOO\UHO\RQ
PDVVPHPEHUVKLS+RZHYHU WKLVKDVEHHQ LQ VZLIWGHFOLQH WKHELJ WUDGLWLRQDOSDUWLHV
3YG$ 99' DQG &'$ KDYH VHHQ WKHLU QXPEHUV IDOO E\  VLQFH  IURP 





RI PHPEHUV KDYH EHHQ LQIOXHQWLDO LQ WKH GHEDWHV RQ H[WHUQDO HFRQRPLF SROLFLHV WKLV
LQFOXGHVIRUH[DPSOH6WLFKWLQJ2QGHU]RHNQDDU0XOWLQDWLRQDOH2QGHUQHPLQJHQ6202
RU 7UDQVSDUHQF\ 1HWZRUN ,QWHUQDWLRQDO 71, ZKRVH PHPEHUVKLS EDVH LV WKLQ EXW
ZKLFK KDYH FDUYHG RXW D UHSXWDWLRQ DV UHVHDUFKHUV DQG RUJDQL]HUV LQ WKH ILHOG RI
LQWHUQDWLRQDOHFRQRPLFUHODWLRQVDQGGHYHORSPHQW
7KHVHVRFLHWDODFWRUVLQSDUWLFXODUODERUDQGEXVLQHVVKDYHLQFRQFHUWDWLRQZLWKWKHVWDWH
GHYHORSHG YDULRXV PHFKDQLVPV WR SDFLI\ FRQIOLFWV WR GHOLEHUDWH DQG FRRUGLQDWH RYHU
VRFLDODQGHFRQRPLFSROLFLHV7KH1HWKHUODQGVKDVMXVWOLNH%HOJLXPEHHQFKDUDFWHUL]HG
DV D ¶FRQVRFLDWLRQDOQHRFRUSRUDWLVW· V\VWHP LGHRORJLFDOO\ GLYHUVH SHDNRUJDQL]DWLRQV
GHOLEHUDWHZLWK WKH JRYHUQPHQW LQ LQVWLWXWLRQDOL]HG DVZHOO DV LQIRUPDO VHWWLQJV LQ DQ






DGKRF DFFRUGV DJUHHG XSRQ DIWHU ELWULSDUWLWH QHJRWLDWLRQV ,Q WKHVH DQG RWKHU
LQVWLWXWLRQV JUHDVHG E\ VWURQJ LQIRUPDO QHWZRUNV EUHG IURP GHFDGHV RI FRQWLQXRXV





PDNLQJ GH %HHU  .HXQH  $WWHPSWV WR LQFOXGH HQYLURQPHQWDO1*2V LQ
WKHVHDUUDQJHPHQWVVLQFHWKHVKDYHQHYHUUHDOO\WDNHQRII7RXZHQ
7RXZHQ FKDUDFWHUL]HV WKH 1HWKHUODQGV DV DQ ¶LQWHUQDWLRQDOO\ RULHQWHG FRQVXOWDWLRQ
HFRQRP\·HYHQZKHQLWWXUQHGLQFUHDVLQJO\WRZDUGVUHJXODWHGPDUNHWVLQWKHGHFDGHV
EHIRUH DQG DIWHU WKH VHFRQGZRUOGZDU'XWFK FRRUGLQDWLYH LQVWLWXWLRQV EHWZHHQ DQG
ZLWKLQ ODERU EXVLQHVV DQG WKH VWDWH ZHUH H[SOLFLWO\ JHDUHG DW VXSSRUWLQJ WUDGH DQG
H[SRUWV 7RXZHQ  $IWHU D JUDGXDO EUHDNGRZQ RI WKLV FRQVHQVXV LQ WKH 
VWKHWUDGHXQLRQVKDYHVLQFHWKHVVKRZHGDQHZRUUHQHZHGIDLWKLQIUHH
PDUNHWV DQG WKH QHFHVVLW\ RI RSHQ WUDGH ZKLOH UHWDLQLQJ WKHLU IDLWK LQ WKH YDOXH RI
FRRUGLQDWLRQ DQG GHOLEHUDWLRQ D QHROLEHUDO FRUSRUDWLVP VKDUHG DOVR E\ EXVLQHVV DQG
VXFFHVVLYH JRYHUQPHQWV 7RXZHQ  $FFRUGLQJ WR 0DDUWHQ .HXQH  WKH
¶GLVFXUVLYHIRXQGDWLRQ·RI'XWFKFRRUGLQDWLRQKDVEHHQEDVHGRQDZLGHO\VKDUHGYLHZ
RI WKH JHQHUDO LQWHUHVW FRPSHWLWLYHQHVV ILVFDO SUXGHQFH DQG D VWURQJ ZHOIDUH VWDWH
VXSSRUWHGE\PRGHUDWLQJZDJHGHPDQGVDQGERRVWLQJHPSOR\PHQW.HXQH
$SDUWIURPWKHLQVWLWXWLRQDOL]HGFRRUGLQDWLRQEHWZHHQWKHVWDWHDQGWKHVRFLDOSDUWQHUV
WKH UROH RIPRUH SOXUDOLVW LQWHUHVWUHSUHVHQWDWLRQ KDV LQFUHDVHG 7KLV GHYHORSPHQW LV
OLQNHG WKH IUDFWXULQJ RI WKH 'XWFK SROLWLFDO DQG VRFLHWDO ODQGVFDSH WKH GHFOLQH LQ
OHYHUDJHDQGOHJLWLPDF\RIWKHELJSHDNRUJDQL]DWLRQVDQGWKHGLPLQLVKHGOHJLWLPDF\RI
WKH QRQWUDQVSDUDQW GHPRFUDWLFDOO\ VXVSHFW WULSDUWLWH SROGHUPRGHO 3ROLF\PDNLQJ
KDV WKHUHIRUH EHFRPH PRUH FRPSHWLWLYH DQG RSHQ DQG WKH UROH DQG QXPEHU RI
OREE\LVWVDQG ¶SXEOLFDIIDLUV·EXUHDXVKDV LQFUHDVHG 3YDQ.HXOHQ +RZHYHU
WKHUHVHDUFKRQWKLVSKHQRPHQRQLVIDUPRUHOLPLWHGWKDQWKHSLOHRISXEOLFDWLRQVRQWKH
IXQFWLRQLQJ RI WKH 'XWFK ¶SROGHUPRGHO· $YDLODEOH UHVHDUFK VKRZ WKDW OREE\LQJ KDV
EHFRPH LQFUHDVLQJO\SURIHVVLRQDO DQG VSHFLDOL]HGEXW WKH H[WHQW DQG LQIOXHQFH RI WKLV
DFWLYLW\ LV KDUG WR JDXJH 6XUYH\V DOVR VKRZ WKDW OREE\LQJ LV KHDYLO\ IRFXVHG RQ WKH
H[HFXWLYHFLYLOVHUYDQWVUDWKHUWKDQWKHOHJLVODWXUHDOWKRXJKWKLVLVOHVVWUXHIRU1*2V
WKDQ ODERU DQG EXVLQHVV 0RVW JURXSV UHSRUW VDWLVIDFWRU\ DFFHVV WR GHFLVLRQ PDNHUV
%H\HUV HW DO  %UDXQ  )URP WKH ODWH V RQ WKH ¶%UXVVHOVURDG· KDV
PRUHRYHU JDLQHG LQ LPSRUWDQFH DQG PDQ\ RUJDQL]DWLRQV KDYH LQFUHDVHG ERWK WKHLU
XQLODWHUDOOREE\LQJDWWKH(8OHYHOIRUH[DPSOH)19FUHDWHGD%UXVVHOVRIILFHLQ













$ ORW RI 'XWFK ILUPV KDYH DOVR RSHQHG WKHLU RZQ %UXVVHOV· RIILFHV +HLQHNHQ 8QLOHYHU $N]R 3KLOLSV DV GLG
VHYHUDOVHFWRUDO IHGHUDWLRQDVZHOODV WKHQDWLRQDOIHGHUDWLRQVOLNH/721HGHUODQGDQG9121&:/721HGHUODQG
DQG9121&: LQ SDUWLFXODU UHSRUWHG LQ  WKDW WKHLU DFFHVV WR (8 GHFLVLRQPDNLQJZDV YHU\ JRRG DQG WKH














DQG WKHUHKDYHEHHQZRUULHVRYHU WKH LQFUHDVH LQYDULRXV IRUPVRISDUWWLPHDQGVHOI
HPSOR\HGODERUDVZHOODVWKHERRPLQSULYDWHGHEW7KH'XWFKHFRQRP\KDVPRUHRYHU
EHFRPH KHDYLO\ ¶ILQDQFLDOL]HG· FDSLWDO PDUNHWV DUH RYHU WKUHH WLPHV DQG WKH EDQNLQJ
VHFWRULVZRUWKRYHUILYHWLPHV'XWFK*'3(QJHOHQ7KHVHZRUULHVKDYHEHFRPH
PRUHIRUHJURXQGHGVLQFHWKHILQDQFLDODQGHFRQRPLFFULVHVRI«DQGWKHDXVWHULW\
SROLFLHV WKDW IROORZHG 7KH*UHDW5HFHVVLRQ DQG WKH VXEVHTXHQW URXQGV RI DXVWHULW\
KDGDVWURQJO\QHJDWLYHLPSDFWRQWKH'XWFKHFRQRP\$FFRUGLQJWRWKH&HQWUDO%XUHDX
IRU6WDWLVWLFV&%6WKH1HWKHUODQGVKDVVLQFHNQRZQWKH¶ORQJHVWDQGPRVWGUDVWLF
ORVV RI MREV· LQ  \HDUV &%6  2Q WKH ZKROH WKH 'XWFK HFRQRP\ KDV PRYHG
IXUWKHU WRZDUGV WKH $QJOR6D[RQ PRGHO DQG WKH FRRUGLQDWHG QDWXUH RI LWV VRFLR
HFRQRPLF SROLF\PDNLQJ WKH ¶SROGHUPRGHO·  KDV EHFRPHPRUH DPELJXRXV (QJHOHQ
.HXQH9LVVHU
7KH VWUXFWXUH RI HPSOR\PHQW LQ WKH1HWKHUODQGV LV KHDYLO\ VHUYLFHRULHQWHG ,Q 
LQGXVWU\ DFFRXQWHG IRU OHVV WKDQ  RI WKH MREV LQ WKH 1HWKHUODQGV WKH EXON RI DOO
HPSOR\PHQW ZDV LQ VHUYLFHV  LQ SULYDWH VHUYLFHV  LQ SXEOLF VHUYLFHV ZKLOH
FRQVWUXFWLRQDFFRXQWHGIRUDQGDJULFXOWXUHQDUURZO\GHILQHGLHIDUPHUVIRURQO\
,QWHUPVRIHPSOR\PHQWWKHPRVWLPSRUWDQWLQGXVWULDOVHFWRUVZHUH¶IXUQLWXUHDQG
RWKHU LQGXVWU\· WKH IRRG LQGXVWU\ PHWDOV PDFKLQHU\ DQG FKHPLFDOV DQG

















HFRQRPLFDOO\ JOREDOL]HG FRXQWU\ LQ WKH ZRUOG  DIWHU 6LQJDSRUH ,UHODQG DQG
/X[HPERXUJ,QWKH'RLQJ%XVLQHVVLQGLFDWRUVSXEOLVKHGE\WKH:RUOG%DQNLWVKDUHVD
ILUVWSODFHZLWK'HQPDUNDQG%HOJLXP
,Q  WKH 1HWKHUODQGV· JRRGV ZHUH SULPDULO\ H[SRUWHG WR (8 QRWDEO\ *HUPDQ\
%HOJLXPDQGWKH8.,WVPRVWLPSRUWDQWH[WUD(8SDUWQHUVZHUHWKH8QLWHG6WDWHVDQG
&KLQD7KH%5,&VFRXQWULHVKDGEHHQJURZLQJLQLPSRUWDQFHLQWKH\HDUVEHIRUH²DWWKH
H[SHQVH RI WKH (8 'XWFK VHUYLFHV H[SRUWV ZHUH SULPDULO\ GHVWLQHG IRU ,UHODQG
*HUPDQ\ WKH8. WKH86DQG%HOJLXP 7KH1HWKHUODQGVKDYH VLQFH WKH V UXQ D
SHUVLVWHQWDQGJURZLQJWUDGHVXUSOXVWDNLQJQRDFFRXQWRIUHH[SRUWV$FFRUGLQJWRWKH
2(&'·V7L9$GDWDWKHEDODQFHLQYDOXHDGGHGWHUPVWKHELJJHVWVXUSOXVHVRIGRPHVWLF
RYHU IRUHLJQYDOXHZHUH UHDFKHGZLWK*HUPDQ\ ,WDO\)UDQFH ,UHODQG DQG -DSDQ7KH
ELJJHVWGHILFLWVZHUHZLWK1RUZD\ ,QGLD/X[HPERXUJ&KLQDDQG$XVWULD$FFRUGLQJ
WR WKH 81·V 0HUFKDQGLVH 7UDGH &RUUHODWLRQ ,QGH[ D PHDVXUH RI ZKLFK FRXQWULHV
H[SRUWV VLPLODU JRRGV DQG DUH WKXV FRPSHWLWRUV RQZRUOGPDUNHWV WKH1HWKHUODQGV·
H[SRUWSURILOHZDVLQPRVWVLPLODUWRWKDWRI%HOJLXP*HUPDQ\1HZ=HDODQGDQG
6LQJDSRUH &RPSDUHG WR  LPSRUWDQW QHZ FRPSHWLWRUV LQFOXGHG 7DLZDQ 6RXWK
.RUHD-DSDQ)LQODQG$XVWULDDQG)UDQFH
6HFWRUDOO\ WKH ELJJHVW GHILFLWV ZHUH LQ SHUVRQDO VHUYLFHV UHDO HVWDWH 5	' DQG RWKHU
EXVLQHVV VHUYLFHV DQG HOHFWULFDOPDFKLQHU\:KROHVDOH DQG UHWDLO WUDGH WUDQVSRUW DQG
VWRUDJHFKHPLFDOVDQGFKHPLFDOSURGXFWVDQGIRRGSURGXFWVDQGEHYHUDJHVVKRZHGWKH
ELJJHVW VXUSOXV LQ YDOXH WHUPV $JULFXOWXUH KDV UHPDLQHG YHU\ LPSRUWDQW WR 'XWFK
IRUHLJQWUDGH$ERXWWZRWKLUGVRILWVFRQVLGHUDEOHDJULFXOWXUDORXWSXWLVSURGXFHGIRU
H[SRUWVPDNLQJWKH1HWKHUODQGVWKHVHFRQGIRUHPRVWDJULFXOWXUDOH[SRUWHULQWKHZRUOG




RI ZKDW FRXQWV DV DQ ¶DJULFXOWXUDO· JRRG WKHQ IHUWLOL]HUV DJULFXOWXUDO PDFKLQHU\ DQG
DQLPDO YDFFLQHV KDYH DOVR EHHQ JURZLQJ LPSRUWDQW H[SRUW SURGXFWV&%6 
7RJHWKHUWKHVHDJULFXOWXUDOH[SRUWVSURYLGHGDERXWRIWKH'XWFK*'3DQGRI
HPSOR\PHQW&%6
7KLV WUDGH GHSHQGHQF\ LVPRUH WKDQ D VWDWLVWLFDO IOXNH FDXVHG E\ WUDGHLQWUDQVLW $Q
LQFUHDVLQJ VKDUH RI 'XWFK HFRQRPLF DFWLYLW\ DQG MREV KDV EHFRPH GHSHQGHQW RQ
LQWHUQDWLRQDO FRPPHUFH ,Q  D WKLUGRI'XWFK*'3ZDV ¶HDUQHG DEURDG· WKURXJK
H[SRUWV DOWKRXJK WKLV UHSUHVHQWHG RQO\ D VPDOO VKDUH WKH IDU ODUJHU WRWDO YDOXH RI









WKH1HWKHUODQGV LQZDVGLUHFWO\ RU LQGLUHFWO\UHODWHG WRH[SRUWV7KLVZDVPRVWO\
GXHWRWKHJHQHUDWLRQRIQHZ MREVLQH[SRUWLQJVHFWRUVRXWSDFLQJMREJURZWKLQSXUHO\
GRPHVWLF DFWLYLWLHV EXW DOVR EHFDXVHSUHYLRXVO\ ¶QDWLRQDO· MREVQRZKHOSHG VKLSYDOXH
DEURDG $Q LPSRUWDQW SDUW RI WKLV VKLIW RFFXUUHG LQ VHUYLFHV ZLWK D GRXEOLQJ RI MREV
UHODWHG WR H[SRUWV  UDWKHU WKDQ LQ JRRGV LQFUHDVH RI  6LQFH WRWDO
HPSOR\PHQWLQLQGXVWU\DQGDJULFXOWXUHKDVFRQWLQXHGWRVKULQNWKLVPHDQVWKDW¶WKHVH
QXPEHUV >VKRZ@ WKDW WKH1HWKHUODQGV LV QRZ OHVV RI D SURGXFWLRQ FRXQWU\ EXW LV LQFUHDVLQJO\
IRFXVHGRQWUDGHDQGVHUYLFHV·&%6
7KLV WUDGHGHSHQGHQF\RISURGXFWLRQ LV IXUWKHUXQGHUOLQHGE\ UHVHDUFKSHUIRUPHGE\
WKH&%6 RQ WKH1HWKHUODQGV· LQWHJUDWLRQ LQ JOREDO YDOXH FKDLQV &%6 E 7KH





SDUWLFXODUZLWK$VLDQSURGXFHUV RI LQWHUPHGLDU\ LPSRUWV LQ DQ LQFUHDVHE\
 FRPSDUHG WR  2I FRXUVH WKLV LQWHUQDWLRQDOL]DWLRQZDV QRW VSUHDG DURXQG
HTXDOO\ DFURVV WKH HFRQRP\ $FFRUGLQJ WR WKH 2(&' 7UDGHLQ9DOXH$GGHG 7L9$
GDWDEDVH GDWD IRU  ,Q WUDQVSRUW DQG VWRUDJH SRVW DQG WHOHFRPPXQLFDWLRQV DQG
FRQVWUXFWLRQ VHUYLFHV· DURXQG  RI H[SRUW YDOXH ZDV SURGXFHG GRPHVWLFDOO\
$JULFXOWXUHDQGPDQXIDFWXULQJZHUHIDUPRUHLQWHUQDWLRQDO([SRUWVIURPWKHILUVWZHUH




ZRUN UHDO HVWDWH DFWLYLWLHV DQG ILQDQFLDO LQWHUPHGLDWLRQ OHVV WKDQ  RI WKHLU H[SRUW
YDOXHZDVILUVWLPSRUWHG
7KH'XWFKUROHLQWKHVHYDOXHFKDLQVKDVVKLIWHGDVZHOO,QFUHDVLQJO\'XWFKYDOXHDGGHG
KDV HPSKDVL]HG KLJK YDOXHDGGHG VHUYLFHV RYHU LQGXVWULDO DFWLYLWLHV 5	' GHVLJQ
PDUNHWLQJ DQG UHWDLO UDWKHU WKDQ SURGXFWLRQ DQG DVVHPEO\ 7KLV KDV DOVR EHQHILWWHG
¶VXSSRUWLYH·VHUYLFHLQGXVWULHVWKDWDUHGHSHQGHQWRQRWKHUILUPV·H[SRUWVHYHQWKRXJK





































































































































































































































































































)LQDOO\ DV ZDVPHQWLRQHG LQ WKH SUHFHGLQJ VHFWLRQ LQWHUQDWLRQDO LQYHVWPHQW KDV
EHFRPH DQ LQFUHDVLQJO\ LPSRUWDQW IHDWXUH RI WKH 'XWFK HFRQRP\ ,Q  WKH
1HWKHUODQGV KDG RQH RI WKH KLJKHVW )',*'3 UDWLR·V LQ WKH ZRUOG 7KLV KDV
FRQWULEXWHG WR WKH DOUHDG\ VLJQLILFDQW LQWHUQDWLRQDOL]DWLRQ RI'XWFK EXVLQHVV 7KH
1HWKHUODQGVKDVQRWRQO\EHHQ WKH ¶UHFLSLHQW·EXWDOVR WKHKRPHFRXQWU\RI VHYHUDO
ODUJH PXOWLQDWLRQDO ILUPV 6OX\WHUPDQ  7RXZHQ  7KLV UROH KDV
UHPDLQHGVLJQLILFDQW$OWKRXJKRQO\RIILUPVRSHUDWLQJLQWKH1HWKHUODQGVZHUH
PXOWLQDWLRQDOV LQ  'XWFK DQG IRUHLJQ WKH\ DFFRXQWHG IRU D FRQVLGHUDEOH
SRUWLRQRIWRWDOHPSOR\PHQWYDOXHDGGHGDQGIRUHLJQWUDGH7KHLU
VKDUHKDVDOVREHHQJURZLQJDVSUHYLRXVO\GRPHVWLFILUPVEHFDPHPXOWLQDWLRQDO LQ
UHFHQW \HDUV &%6D ,Q FRQWUDVW WR%HOJLXP WKH1HWKHUODQGVKDYH DOVRKDGD
ODUJHSRSXODWLRQRIKRPHJURZQ'XWFKPXOWLQDWLRQDOV7KHVHUHSUHVHQWHGDERXWRQH
ILIWKRIWRWDOHPSOR\PHQWLQPXOWLQDWLRQDOVDQGHPSOR\HGVRPHWZRPLOOLRQSHRSOH
DEURDG &%6 D $ERXW  RI WRWDO WUDGH ZDV FRQGXFWHG E\ IRUHLJQ
PXOWLQDWLRQDOV  E\ 'XWFKPXOWLQDWLRQDOV DQG WKH UHPDLQLQJ  E\ GRPHVWLF
ILUPV &%6D+RZHYHU 60(VKDYHDOVREHHQYHU\ DQG LQFUHDVLQJO\ H[SRUW
RULHQWHG7RXZHQ
7KHJURZWKRIWKH1HWKHUODQGVDVDILQDQFLDODQGLQYHVWPHQWKXEKDVKRZHYHUDOVR
EHHQ PHW ZLWK FULWLFLVP 7KH LQYHVWRUIULHQGO\ WD[ DQG LQYHVWPHQW SROLFLHV DQG
WUHDWLHV KDYH DWWUDFWHG WKRXVDQGV RI OHWWHUER[ FRPSDQLHV DQG WKH1HWKHUODQGV KDV
EHHQ DFFXVHG RI EHLQJ D WD[ KDYHQ WKDW IDFLOLWDWHV WUHDW\VKRSSLQJ YDQ 2V 	
.QRWWQHUXV$FFRUGLQJ WR WKH WD[ -XVWLFH1HWZRUN LQWKRIDOO'XWFK
RXWJRLQJ)',FRQVLVWHGRI¶SDVVWKURXJK·)',LQYHVWPHQWVE\PXOWLQDWLRQDOVLQRWKHU
FRXQWULHV YLD WKHLU 'XWFK KROGLQJV RIWHQ GHVLJQHG WR DYRLG WD[HV E\ SD\LQJ RXW
GLYLGHQGV LQWHUHVW DQG UR\DOW\ SD\PHQWV WR WKHVH KROGLQJV VXFK LQYHVWPHQW SD\
RXWVDUHWD[HGOHVVEHFDXVHRIWKH'XWFKV\VWHPWD[HV%,7VDQGELODWHUDOWD[WUHDWLHV
7D[ -XVWLFH1HWZRUN 0RUHRYHU OHWWHUER[ FRPSDQLHV KDYHXVHG WKHLU SDSHU
SUHVHQFHLQWKH1HWKHUODQGVDVDVSULQJERDUGIRUODXQFKLQJLQYHVWRUVWDWHDUELWUDWLRQ
FODLPVDJDLQVWWKLUGVWDWHVPDNLQJXVHRIWKHODUJHDQGLQYHVWRUIULHQGO\QHWZRUNRI
'XWFK %,7V YDQ 2V 	.QRWWQHUXV :HZLOO UHWXUQ WR WKLV LQ WKH VHFWLRQ RQ
¶SROLF\·
,Q VXPPDU\ 7KH 1HWKHUODQGV LV D KLJKO\ SURGXFWLYH VHUYLFH HFRQRP\ ZKLFK LV
KHDYLO\RULHQWHGWRZDUGVDQGGHSHQGHQWRQWUDGHZLWKDYHU\LPSRUWDQWUROHIRUD
VPDOO QXPEHU RI ODUJH ILUPV DQG PXOWLQDWLRQDOV LQ SURGXFWLRQ HPSOR\PHQW DQG








WKH8.DQG WKH86$IWHU WKHVHFRQGZRUOGZDU LWZHUH LQSDUWLFXODU$PHULFDQILUPV WKDWJUHZLQ LPSRUWDQFH
6OX\WHUPDQ  6OX\WHUPDQ	:XEV  )URP WKH HLJKWLHV RQ WKH OLEHUDOL]DWLRQ RI LQWHUQDWLRQDO FDSLWDO
PDUNHWVDQGJURZLQJWUDGHRSHQQHVVFRPELQHGWRSURGXFHDQRWKHUYDVWLQFUHDVHLQWKHIORZRI)',HQWHULQJDQG
OHDYLQJ WKH 1HWKHUODQGV ZLWK DQ LQFUHDVLQJ VKDUH RI LQYHVWPHQWV LQ DQG IURP RWKHU (XURSHDQ SDUWLFXODUO\
QHLJKERULQJFRXQWULHV6OX\WHUPDQ	:XEV7RXZHQ7KLVZDVDFFRPSDQLHGE\DZDYHRIPHUJHUV







































































































































































































































































































































































































































































































































































































KHDUW RI 'XWFK IRUHLJQ SROLF\ 6LPXOWDQHRXVO\ WKH 1HWKHUODQGV EHFDPH D VWURQJ
SURSRQHQW RI (XURSHDQ LQWHJUDWLRQ )URP WKH ODWH HLJKWLHV DQG QLQHWLHV RQ WKLV
FRPELQDWLRQ RI VXSSRUW IRU IUHH WUDGH SURJUHVVLYH LGHDOLVP DQG (8HQWKXVLDVP
VWDUWHGZDQLQJ,WZDVVHHQDVEHLQJLQFRQIOLFWZLWK'XWFKVRYHUHLJQW\LQIOXHQFHDQG
HFRQRPLFVHOILQWHUHVW+HOOHPD8QGHUWKHJRYHUQPHQWVRIWKHSDVWWHQ\HDUV
WKLV WUHQG KDV FRQWLQXHG :LWK %DONHQHQGH ,9 &'$ &8 3YG$  WKH
1HWKHUODQGV VWXFN WR D KHVLWDQW VNHSWLFDO VWDQFH WRZDUGV WKH (8 HYLGHQW LQ WKH
FDELQHW·V UHOXFWDQW SRVLWLRQV WRZDUGV HQODUJHPHQW DQG WKH /LVERQ WUHDW\ DQG LWV
UHVLVWDQFHDJDLQVWDWUDGHGHDOZLWK6HUELD7KHUHZDVDJHQHUDOIHHOLQJWKDWWKH'XWFK
LQIOXHQFHRYHU(8SROLWLFVZDVZDQLQJ H[DFHUEDWHGE\ WKH ODFNRID FOHDU VWUDWHJ\
0RUH JHQHUDOO\ WKH ¶LGHDOLVW· WHQHWV LQ 'XWFK IRUHLJQ SROLF\ ZHUH LQFUHDVLQJO\
DEDQGRQHG IRU D PRUH QDUURZ FRQFHSWLRQ RI VHOILQWHUHVW WKLV ZDV YLVLEOH IRU
LQVWDQFHLQWKHZD\KXPDQULJKWVZHUHLQFUHDVLQJO\VLGHOLQHGE\HFRQRPLFJRDOVLQ
WKH VWDWH·V GHDOLQJV ZLWK &KLQD $ VHQVH RI GLVDUUD\ SUHGRPLQDWHG YLVLEOH LQ WKH





GHYHORSPHQW SROLF\ DV WKHQPLQLVWHU RI HFRQRPLFV·  9HUKDJHQ &'$SXW LW  ¶:H
JHYHQ QLHW DOOHHQ KXOS XLW VROLGDULWHLW :H ZLOOHQ RRN GDW 1HGHUODQGVH EHGULMYHQ PHHU








E\ YDJXH QRWLRQV RI WKH ¶QDWLRQDO LQWHUHVW· DV ZHOO DV D ULJKWZLQJ FULWLTXH RI
LQWHUQDWLRQDOLVP ,Q SUDFWLFH WKLV KDV OHG WR D SUHHPLQHQFH RI HFRQRPLF
FRQVLGHUDWLRQVWKHVWDWH·VWDVNLVFRQVLGHUHGWREHWRKHOSQDWLRQDOILUPVWKULYHLQDQ







RQ (8 WUDGH LVVXHV KDV RFFDVLRQDOO\ EHHQPHQWLRQHG LQ WKH OLWHUDWXUH RQ (8 WUDGH
SROLF\)RU VRPHUHDVRQ LW LVSDUWRI WKH VPDOOJURXSRIVWDWHVZKRVHSRVLWLRQ LV DW
WLPHV PHQWLRQHG H[SOLFLWO\ $OWKRXJK WKLV GRHV QRW DOORZ XV WR RIIHU D FRPSOHWH
SLFWXUHRIWKH'XWFKSRVLWLRQDFURVVWLPHDQGWRSLFVLW·VZKDW·VFXUUHQWO\DYDLODEOH
&RPELQHGZLWKLQWHUYLHZVLWDOORZVXVWRSDLQWDJHQHUDOSLFWXUHRIWKH'XWFKVWDQFH
$FFRUGLQJ WR$VEHHN%UXVVH  EHIRUH WKH VHFRQGZRUOGZDU WKH1HWKHUODQGV·
HFRQRPLF VXFFHVV ZDV EXLOW RQ ¶KLJKO\ VSHFLDOL]HG LPSRUWGHSHQGHQW LQGXVWULHV DQG
FRPSHWLWLYHH[SRUWV·DOWKRXJKWKLVZDVFKHFNHGE\DV\VWHPRIGHIHQVLYHTXRWDV7KHVH
H[WHUQDO GHIHQVHV ZHUH ORZHUHG DQG SDUWLDOO\ UHSODFHG E\ PRUH ¶GRPHVWLF· PHDQV
DIWHU WKHZDU IRU H[DPSOHE\ WKHJRYHUQPHQW·VYHU\ OHQLHQW VWDQFH WRZDUGV FDUWHOV
WKDW DPRQJVW RWKHU ¶WDVNV· FRRSHUDWLQJ WR NHHS IRUHLJQ FRPSHWLWRUV RXW $VEHHN
%UXVVH7KHDYDLODEOHOLWHUDWXUHFRQILUPVWKDWWKLVIUHHWUDGHWHQHWKDVUHPDLQHG
WKHFRUH WHQGHQF\RI'XWFKWUDGHSRVLWLRQLQJ ,QWKHHLJKWLHV WKH1HWKHUODQGVZHUH
SDUW DORQJZLWK WKH8. DQG'HQPDUN RI WKH ¶QRUWKHUQ VWUDWHJ\· ODXQFKHGE\ WKH
*HUPDQ PLQLVWHU RI HFRQRPLFV 2WWR /DPEVGRUII DQ DWWHPSW WR VWUHQJWKHQ WKH
FRDOLWLRQRIIUHHWUDGHPLQGHGVWDWHVLQWKH(8)DONH$WWKH:72WKH'XWFK
VXSSRUWHG IDUUHDFKLQJ OLEHUDOL]DWLRQ LQ WKH :72·V EDVLF WHOHFRPPXQLFDWLRQV·
VHUYLFHV DJUHHPHQW DORQJZLWK WKH8. 6ZHGHQ )LQODQG DQG*HUPDQ\ 1LHPDQQ
 'XULQJ WKH 'RKD URXQG WKH\ IDYRUHG DJULFXOWXUDO OLEHUDOL]DWLRQ DJDLQVW D







*UHHFH DQG 6SDLQ +RZHYHU ZKHQ WDONV FRQFHUQHG JRRGV IURP WKH ¶1RUWK· EHHI
PLON SRZGHU FXW IORZHUV WKLV FDPSZDV DSSDUHQWO\ QR VWUDQJHU WR ¶SURWHFWLRQLVW
WHQGHQFLHV·HLWKHU/DUVpQ7KLVMXGJPHQWZDVHFKRHGE\%DOGZLQZKR
QRWHG WKDW HYHQ WKH ¶QRUWKHUQ· VWDWHV FRXOG EH SURWHFWLRQLVW LI WKHLU ¶VDOPRQ RU FXW
IORZHUV LQGXVWULHV QHHGHGGHIHQGLQJ·+RZHYHU LW GRHV VHHP OLNH WKLV UHSUHVHQWHG
GHYLDWLRQVIURPDJHQHUDOO\OLEHUDOWUHQG
 
2Q WUDGH GHIHQVHV WKH VDPH OLEHUDO DSSURDFK LV SUHVHQW :KHQ WKH &RPPLVVLRQ
ODXQFKHGLWV¶7UDGH%DUULHUV5HJXODWLRQ·SURSRVDOWRUHIRUPWKHWUDGHGHIHQVHV
GHVLJQHG WR VHYHUHO\ VWUHQJWKHQ WKH &RPPLVVLRQ·V SUHURJDWLYHV WKLV ZDV KHIWLO\
RSSRVHGE\*HUPDQ\/X[HPERXUJWKH'DQLVKWKH8.DQGWKH1HWKHUODQGV*DUFLD

 $ PRUH FRPSOHWH SLFWXUH ZRXOG UHTXLUH PRUH DUFKLYDO ZRUN DQG SHUKDSV IXUWKHU XVH RI WKH 'XWFK ¶:HW
2SHQEDDU%HVWXXU·,VKRXOGQRWHWKDWVXFKDQLQYHVWLJDWLRQZRXOGSUREDEO\EHIDUHDVLHUKHUHWKDQLQPDQ\RWKHU





0RO\QHX[ $ YHU\ VLPLODU ILJKW HPHUJHG LQ WKH FRQWH[W RI WKH  ¶XWLOLWLHV
GLUHFWLYH·ZKLFKWULHGWRLQWURGXFHDNLQGRI¶UHFLSURFLW\·RU¶%X\(XURSHDQ·FODXVH
LQ SURFXUHPHQW IDYRULQJ (8 SURYLGHUV $JDLQ WKH 8. *HUPDQ\ DQG WKH
1HWKHUODQGVZHUH YHKHPHQWO\ DJDLQVW VXFK D WRROZKLOH )UDQFH DQG ,WDO\ZHUH LQ
IDYRU 0HXQLHU  $URXQG WKH VDPH WLPH WKH 1HWKHUODQGV ZDV RQH RI WKH
FRXQWULHVWKDWZDVLQIDYRURIDGRSWLQJWKH:72·VSDQHOUHSRUWWKDWUHMHFWHGWKH(8·V
DQWLGXPSLQJ GXWLHV WDNHQ DJDLQVW -DSDQ LQ DXGLR WDSHV LQ FDVHWWHV *DUFLD
0RO\QHX[  7KH VDPH FOHDYDJHV DSSHDUHG LQ WKH GHEDWHV RQ WKHPXOWLILEHU
DJUHHPHQW  RQFHPRUHGHIHQVLYH VWDWHV OLNH )UDQFH 3RUWXJDO DQG ,WDO\
KDG WR ILJKW DQ LQFUHDVLQJO\ YRFDO DQWLSURWHFWLRQLVW FRDOLWLRQ VXSSRUWHG E\ WKH
1HWKHUODQGVWKH8.*HUPDQ\DQGWKH6FDQGLQDYLDQV(FNKDUGW
$FFRUGLQJWRWKHGDWDE\1RUGVWU|PXQSXEOLVKHGWKH1HWKHUODQGVZDVSDUWRIWKH
OLEHUDO JURXS EHIRUH  7KLV LV FRUURERUDWHG E\ (YHQHWW 	 9HUPXOVW 
ZKLFKHVWLPDWHG WKDW WKH1HWKHUODQGVRQO\VXSSRUWHGRIDOO$'DFWLRQEHWZHHQ
DQG2XULQWHUYLHZVLQGLFDWHLQJHQHUDOWKH'XWFKVWDQFHKDVLQGHHGORQJ
EHHQ WKDW WKH\ RQO\ VXSSRUW FDVHV LQ ZKLFK WKHUH LV FOHDU HYLGHQFH RI SUHGDWRU\
SULFLQJ VLQFH GXPSLQJ DV VXFK LV QRW SURKLELWHG E\ WKH:72 DQG EHFDXVH SULFH
FRPSHWLWLRQLVVHHQDVMXVWEHLQJSDUWRIPDUNHWG\QDPLFV7KLVKDVEHHQWUXHHYHQLQ
VRPH FDVHV ZKHUH WKH 1HWKHUODQGV ZDV WKH RQO\ FRXQWU\ WKDW VWLOO KDG SURGXFHU
LQWHUHVWV DW VWDNH 7KH\ DUH D OLWWOH PRUH ¶OHQLHQW· ZKHQ LW FRPHV WR DQWLVXEVLG\
PHDVXUHV ZKHUH WKH HYLGHQFH RI PDUNHWGLVWRUWLQJ LQWHUYHQWLRQV LV PRUH REYLRXV
,QWHUYLHZ$'8QLW1/'UHWLUHG,QWHUYLHZ$'8QLW1/'
0RUHDUFKLYDOUHVHDUFKVHHPVQHFHVVDU\LIZH·UHWRSDLQWDFRPSOHWHSLFWXUHRI'XWFK




)LQDOO\ D ZRUG RQ WKH 1HWKHUODQGV· ELODWHUDO LQYHVWPHQW WUHDWLHV EHFDXVH DQ
LQYHVWPHQWFKDSWHUZDVDGGHGWR&(7$LQDQGKDVEHHQRQHRIWKHWUHDW\·VPRVW
FRQWURYHUVLDOHOHPHQWV
:RUOGZLGH WKH1HWKHUODQGVKDVEHHQRQHRI WKHPRVWDFWLYH FRXQWULHV LQVLJQLQJ
ELODWHUDO LQYHVWPHQW WUHDWLHV HVSHFLDOO\ DIWHU DWWHPSWV WR FUHDWH D PXOWLODWHUDO
LQYHVWPHQWWUHDW\IDLOHGLQWKHQLQHWLHV6LQFHWKHWXUQRIWKHFHQWXU\WKH'XWFKKDYH












WD[ SROLFLHV DWWUDFW EXVLQHVVHV WR WKH 1HWKHUODQGV WKH VRFLDO DQG HQYLURQPHQWDO
GLPHQVLRQ RI LQYHVWPHQW DUH VLGHOLQHG LQ D QRQELQGLQJ SUHDPEOH +DQHVVLDQ 	
.ORHVYDQ2V	.QRWWQHUXV
2QH DVSHFW RI WKH 'XWFK %,7V WKDW PHULWV D KLJKOLJKW KDYH EHHQ WKHLU LQYHVWRU
IULHQGO\LQYHVWRUVWDWHGLVSXWHVHWWOHPHQWFODXVH6XFKDV\VWHPZDVVWLOODEVHQWLQ




WKH\ DUH FRQWUROOHG E\QDWLRQDOV RI WKH KRPH VWDWHµ YDQ2V	.QRWWQHUXV S 
$FFRUGLQJWR6202DOO'XWFK,6'6V\VWHPV¶DOORZIRULQYHVWRUVWRVXHKRVWVWDWHVEHIRUH
LQWHUQDWLRQDO WULEXQDOV ZKHQ WKH\ IHHO WKDW KRVW VWDWH UHJXODWLRQV DUH LPSLQJLQJ RQ WKHLU
LQYHVWPHQWDQGH[SHFWHGSURILWV·YDQ2V	.QRWWQHUXVSZKLOHLWLV¶VLOHQWRQ
UHTXLUHPHQWVUHJDUGLQJWUDQVSDUHQF\RISURFHGXUHV·LELGS
%HFDXVH RI LWV ODUJH %,7VQHWZRUN DQG LWV WD[ V\VWHP WKH1HWKHUODQGVKDVEHHQDQ
DSSHDOLQJ KRVW IRU KROGLQJ FRPSDQLHVZKLFKPD\ ´PD\ SURYLGH IUHH LQVXUDQFH E\
ZD\ RI WKH SURWHFWLRQ RIIHUHG E\ WKH 1HWKHUODQGV %,7 ZLWK WKH FRXQWU\ LQ ZKLFK WKH
LQYHVWPHQWLVPDGHµ+DQHVVLDQ	.ORHVS7KLVKHOSVWRH[SODLQZK\VRPH
 RI DOO LQYHVWRUVWDWH FDVHV E\  KDG EHHQ ODXQFKHG IURP WKH 1HWKHUODQGV
PRVWO\E\IRUHLJQVXEVLGLDULHVRI ¶SDUHQW·ILUP·EDVHGHOVHZKHUHDPDMRULW\RI WKHVH
ZHUHOHWWHUER[HVZLWKRXWHPSOR\HHVRUUHDODFWLYLW\7KH1HWKHUODQGVKDVQHYHUKDG
WR UHVSRQG WR DQ\ FODLPV IURP WKLUG FRXQWU\ ILUPV YDQ 2V 	 .QRWWQHUXV 
$FFRUGLQJ WR GDWD IURP81&7$' ILUPV KDYH XVHG WKH'XWFK %,7V WR WDUJHW RWKHU



































































































































WKH%,7V YDQ2V	.QRWWQHUXV  ,Q D FULWLFDO UHSRUW 6202VXPPDUL]HG WKDW
¶7KH 'XWFK VHHP UHOXFWDQW WR EHJLQ YLHZLQJ WKHLU LQYHVWPHQW SROLF\ ZLWK LWV JHQHURXV
SURWHFWLRQ RI LQYHVWRU ULJKWV LQ D EURDGHU SROLF\  FRQWH[W ZKLFK ZRXOG UHTXLUH D SROLF\
UHEDODQFLQJ WR LQFOXGH VSHFLILF LQYHVWRU REOLJDWLRQV LQ UHODWLRQ WR KXPDQ ULJKWV DQG





%HIRUH  WUDGH SROLF\ ZDV SULPDULO\ KDQGOHG E\ WKH PLQLVWU\ RI HFRQRPLFV
VRPHWLPHV E\ D VWDWH VHFUHWDU\ IRU WUDGH$IWHU WKH  HOHFWLRQV WKH QHZ FDELQHW
DJUHHG WR DVVLJQ WKHSROLF\ WR D QHZPLQLVWHU RI ¶WUDGH DQGGHYHORSPHQW· /LOOLDQH
3ORXPHQIURPWKH3YG$7KLVGLGQRWHQWDLOWKHFUHDWLRQRIDQHZPLQLVWU\3ORXPHQ








DOO WUDGH GRVVLHUV IURP &(7$ WR DQWLGXPSLQJ EULQJLQJ LVVXHVSHFLILF H[SHUWV
WRJHWKHUUHVROYLQJGLVSXWHVDQGPDNLQJVXUHWKDWHFRQRPLFVLVDOZD\VLQYROYHGLQ
DQ\ WUDGH GRVVLHU WKDW WRXFKHV LWV FRPSHWHQFHV HJ WHOHFRPPXQLFDWLRQ HQHUJ\
DJULFXOWXUHDQGVHUYLFHV7KHUHLVDOVRDPRUHIRUPDOL]HGYHQXHIRUFRRUGLQDWLQJWKH
ZHHNO\ EHIRUH HDFK 73& PHHWLQJ RI WKH ¶LQWHUGHSDUWPHQWDO FRXQFLO IRU WUDGH
SROLWLFV·ZKLFKKDV H[LVWHG IRU RYHU \HDUV ,QSULQFLSOH WKLV FRXQFLO JDWKHUV WKH
GLUHFWRUJHQHUDOVRIWKHYDULRXVPLQLVWULHVEXWLQSUDFWLFHLW·VDWWHQGHGPRVWO\E\WKH
FLYLO VHUYDQWV WKDW DUH FORVHO\ IROORZLQJ LQGLYLGXDO GRVVLHUV+HUH DOO GHSDUWPHQWV
WKDW KDYH D VWDNH LQ FHUWDLQ WUDGH ILOHV LQFOXGLQJ IRU H[DPSOH WKH PLQLVWULHV RI







TXHVWLRQ IURP WKH SDUOLDPHQW DJDLQ UHTXLUH VSHFLILF WHFKQLFDO LQSXW ,QWHUYLHZ 
0LQLVWU\ RI (FRQRPLFV  2YHUDOO WKH JRYHUQPHQWDO UHVRXUFHVSHUVRQQHO


DOORWWHG WR WUDGH ZHUH KDUG WR JDXJH $OWKRXJK WKHUH ZHUH IRU H[DPSOH RQO\ WZR
GHVLJQDWHG H[SHUWV IRFXVLQJ RQ 77,3&(7$ DQG MXVW ¶RQH SHUVRQ DQG D KDOI·
IRFXVLQJRQDQWLGXPSLQJWKH\ZHUHEDFNHGE\DYDULHW\RIOHJDODQGVHFWRUVSHFLILF
H[SHUWV IRU H[DPSOH LQ DJULFXOWXUH VHUYLFHV RU LQYHVWPHQW ZLWKLQ IRUHLJQ DIIDLUV







JRHV WKURXJK WKH IROORZLQJ VWHSV WR GHWHUPLQH WKH 'XWFK SRVLWLRQ )LUVW 'XWFK
SDUWLHV WKDW DUHPHQWLRQHG LQ WKH FRPSODLQW DUH FDOOHG ,I WKH FDVH LV D ELJ RQH IRU
H[DPSOHLQWHUPVRIWUDGHYROXPHVDIIHFWHGRULILWFRQFHUQVDQLPSRUWDQWVHFWRURU
ILUP WKHXQLWZLOO DOVR DFWLYHO\ WU\ WR JHW LQ WRXFKZLWKSRWHQWLDOO\ DIIHFWHG DFWRUV
7KLV DOVR LQFOXGHV VWDNHKROGHUV WKDWPD\EH DIIHFWHG LQ D QHJDWLYHZD\ VKRXOG WKH




H[SRUWHUV 7KH FURVVVHFWRUDO RUJDQL]DWLRQ912:1&SOD\V D YHU\ OLPLWHG UROH LQ




LQGXVWU\ ,W DOVR H[SORUHV LQZKLFK SDUW RI WKH VXSSO\ FKDLQ'XWFK ILUPV DUHPRUH
DFWLYH²LHVHHLQJZKHWKHU'XWFKLQWHUHVWVDUHVLWXDWHGPRUHRQWKHSURGXFHUV·RUWKH
XVHUV· VLGH 7KH ILQDO GHFLVLRQ LV ODUJHO\ XS WR WKH ¶XQLW· LH WKH RQH SHUVRQ WKDW
IROORZHG WKLV GRVVLHUV XS FORVH LQ PRVW FDVHV VKH FDQ GHFLGH RQ WKH 'XWFK YRWH
DXWRQRPRXVO\ 7KHUH KDV EHHQ YHU\ OLWWOH LQWHUIHUHQFHLQYROYHPHQW IURP RWKHU
PLQLVWULHV (FRQRPLF DIIDLUV KDV VRPHWLPHV JRWWHQ LQ WRXFKEHFDXVH D FDVH DIIHFWHG
WKHLUVHFWRUDOVWUDWHJLHVWKHPLQLVWU\RIHQYLURQPHQWZDVLQWHUHVWHGLQFHUWDLQDVSHFWV
RIVRPHFDVHVHJWKHSKRVSKRUDQGVRODUSDQHOFDVHVDQGWKHPLQLVWU\RIILQDQFH




WKH WKHRUHWLFDO VHFWLRQ ZKLFK SOD\ DQ LPSRUWDQW UROH LQ P\ VFRSH FRQGLWLRQV DQG








)LUVW RI DOO KHUH WRR WKH WUDQVSDUHQF\ RI WKH H[HFXWLYHYLVjYLV WKHSDUOLDPHQW KDV
LPSURYHG 7KH JRYHUQPHQW LQIRUPV WKH SDUOLDPHQW RQ D UHJXODU EDVLV EHIRUH HDFK
LQIRUPDO DQG IRUPDO JDWKHULQJ RI WKH &RXQFLO·V WUDGH FRPPLWWHH WKHUH LV D GHEDWH





,QSULQFLSOH WKLV IORZRI LQIRUPDWLRQPHDQV WKDW WKH7ZHHGH.DPHUKDVEHHQ LQ D
PXFKEHWWHUSRVLWLRQWRIROORZDQGLQWHUYHQHLQWKHWUDGHDJHQGDWKDQLQPDQ\RWKHU
(8VWDWHV<HWWUDGHLVVXHVKDYHJHQHUDOO\QRWEHHQYHU\KLJKRQWKHSDUOLDPHQWDU\
DJHQGD %HIRUH WKH SROLWLFL]DWLRQ RI WUDGH ZLWK 77,3 DQG &(7$ WUDGH SROLF\ KDG
VHOGRP EHHQ D YHU\ VHQVLWLYH GRVVLHU 6RPH H[FHSWLRQDO SULRU HSLVRGHV RI KHDWHG
GHEDWH ZHUH RQ WKH IRXQGLQJ RI WKH :72 DQG WKH 6HDWWOH SURWHVWV RYHU WKH
0XOWLODWHUDO$JUHHPHQWRQ,QYHVWPHQWDQG$&7$7KHDVVRFLDWLRQDJUHHPHQWZLWK
8NUDLQHZDVDOVRKHDYLO\SROLWLFL]HGEXWKHUH WKH WUDGHUHODWHGDVSHFWV ILJXUHG OHVV













RYHUHHQNRPVW SDUWQHUVFKDSVDNNRRUG  KDQGHOVEHWUHNNLQJHQ KDQGHOVEHOHLG KDQGHOVRYHUHHQNRPVWHQ
KDQGHOVYHUGUDJ KDQGHOVSROLWLHN HPEDUJR KDQGHOVEDODQV EXLWHQODQGVH KDQGHO KDQGHOVGHIHQVLH
,PSRUWKHIILQJ KDQGHOVPLVVLHZHUHOGKDQGHOVRUJDQLVDWLH DQWLGXPSLQJ )RU WKH NH\ZRUGVZLWK DQ DVWHULVN ,




































































































































































































VHOGRP EHHQ D YHU\ ¶KRW· LWHP LQ WKH SDUOLDPHQW 7KH REYLRXV H[FHSWLRQ KDV RI





WKURXJK WKH'XWFKQHZVSDSHUDUFKLYHV WRKDYH VRPHHVWLPDWLRQRIKRZ WKHSUHVV·
DWWHQWLRQKDVHYROYHG+HW)LQDQFLHHO'DJEODGZDV WKHRQO\SDSHUZLWKDQDUFKLYH




















































































































































































































































































































































VHHPXQUHDVRQDEOHDQG LWZRXOG ILWZLWK WKHEURDGHUEHOLHI WKDW WKHSXEOLFXVXDOO\
SD\V OLWWOH DWWHQWLRQ WR (8 SROLWLFV RU WKH WHFKQLFDOLWLHV RI IRUHLJQ HFRQRPLF SROLF\




































RQ (8&DQDGD $QRWKHU LPSRUWDQW UHFHQW HSLVRGH ZDV WKH NHUIXIIOH RYHU WKH
DVVRFLDWLRQ DJUHHPHQW ZLWK 8NUDLQH ZKLFK SOD\HG RXW LQ WKH VDPH SHULRG 
 DV WKH SROLWLFL]DWLRQ RI&(7$ DOWKRXJK LWZDV GLVWLQFW IURP WKH 77,3&(7$
GHEDWHV LQ PDQ\ ZD\V +HUH D JURXS RI ULJKWZLQJ RUJDQL]DWLRQV ZDV YHU\
VXFFHVVIXODWJDWKHULQJ WKHUHTXLVLWHDPRXQWRIDXWRJUDSKV WR ODXQFKDUHIHUHQGXP
RQWKH'&)7$ZLWK8NUDLQH+RZHYHUHYHQWKRXJKLWEHFDPHDPDMRULVVXHLQWKH
SXEOLF DQG SROLWLFDO GHEDWHV WKH SXEOLF LQWHUHVW LQ WKH DIIDLU UHPDLQHG OXNHZDUP
$FFRUGLQJWRDVXUYH\FRQGXFWHGE\5RVHPDHWDODOWKRXJKWKHHOHFWRUDWHJHQHUDOO\












 ,QLWLDOO\ WKH GHDOZLWK8NUDLQH GLG QRW OHDG WRPXFK SDUOLDPHQWDU\ RU SXEOLF GLVFXVVLRQ IHZ SDUWLHV SDLG
PXFKDWWHQWLRQWRLWDQGWKHDFFRUGZDVUDWLILHGZLWKRXWPXFKIXVVRQWKHWKRI$SULOLWZDVDSSURYHGE\D
ODUJHPDMRULW\YVYRWHV2QO\WKH399WKH63DQGWKH3YG'YRWHGDJDLQVW7KLVFKDQJHGDIWHU*HHQ6WLMOD
SRSXODU ULJKW ZLQJ QHZV VLWH DQQRXQFHG WKDW LW ZDV JRLQJ WR WU\ DQG PDNH XVH RI WKH 1HWKHUODQGV· QHZ
UHIHUHQGXPODZDSSURYHGLQWRKDYHDSXEOLFYRWHRQWKHGHDO5RVHPDHWDO
 7KH GHEDWH WKDW IROORZHG ZDV RQO\ SDUWLDOO\ IRFXVHG RQ WKH DFFRUG·V WUDGHUHODWHG DVSHFWV $FFRUGLQJ WR









VWUXJJOHZLWK5XVVLD$PRQJ WKHSURSRQHQWV WKH99'IDYRUHG WKHDFFRUG IRUJHRSROLWLFDO UHDVRQVEXWPRVWO\
DUJXHG WKDW LWZDVD ¶GUHVVHGXSWUDGHDJUHHPHQW· WKDWZRXOGEHQHILWERWK8NUDLQHDQG WKH1HWKHUODQGV0RVW
RWKHU SDUWLHV ' 3YG$ *URHQ/LQNV VXSSRUWHG WKH GHDO IRU JHRSROLWLFDO UHDVRQV 2WMHV  7KH &'$·V













,Q WKLV FKDSWHU , ZLOO EHJLQ P\ H[SODQDWRU\ LQYHVWLJDWLRQ 7KH WH[W SURFHHGV DV
IROORZV )LUVW , ZLOO SDLQW D SLFWXUH RI P\ ¶<· WKH SRVLWLRQ WKDW ZDV WDNHQ E\ WKH
1HWKHUODQGVWKURXJKRXWWKHQHJRWLDWLRQVXQWLOWKHGHDOZDVVLJQHGLQ2FWREHU
7KHQ , V\VWHPDWLFDOO\WUDFHHDFKRIP\WKUHHPHFKDQLVPVDVVHVVLQJWRZKDWH[WHQW
WKH\ FDQSODXVLEO\DFFRXQW IRU WKHRXWFRPH , DOZD\VEHJLQE\HVWLPDWLQJ WKHSULRU
SUREDELOLW\RIWKHPHFKDQLVPEHIRUHSURFHHGLQJWR¶WHVW·HDFKPHFKDQLVWLFVWHS$IWHU
SHUIRUPLQJ WKUHH RI WKHVH DQDO\VHV ,  FRQVWUXFW DQ RYHUDUFKLQJ V\QWKHVLV RI WKH
FRXQWU\FDVH LQ ZKLFK , LQWHJUDWH P\ ILQGLQJV IURP WKH PHFKDQLVPV LQWR RQH
H[SODQDWRU\QDUUDWLYH
 
,ZLOO ILUVW RXWOLQH KHUHZKDW QHHGV WR EH H[SODLQHG QDPHO\ WKH'XWFK SRVLWLRQ LQ
&(7$7KLVLVPRUHVWUDLJKWIRUZDUGLQWKH'XWFKFDVHWKDQLWZRXOGEHLQPDQ\RWKHU
FRXQWULHV EHFDXVH WKH JRYHUQPHQW FRPPXQLFDWHV YHU\RSHQO\ZLWK WKHSDUOLDPHQW
RQWKHSRVLWLRQVLWWDNHVDWWKH(8OHYHO0RUHRYHUWKHUHOHDVHG:2%GRFXPHQWDWLRQ
LQFOXGHG WKH JXLGHOLQHV WR ZKLFK WKH 'XWFK 73& UHSUHVHQWDWLYHV KDG WR DGKHUH
WKURXJKRXWWKHQHJRWLDWLRQ,QFRPELQDWLRQZLWKLQWHUYLHZV,EHOLHYHWKLVDOORZVXV
WRJHWD UHDVRQDEO\DFFXUDWHSLFWXUHRI WKHSRVLWLRQRI WKH1HWKHUODQGVGXULQJ DQG
DIWHU WKH &(7$ QHJRWLDWLRQV 6WLOO WKLV UHPDLQV D FRPSOH[ RXWFRPH ¶YDULDEOH· WKH
'XWFK SRVLWLRQ GLG QRW UHPDLQ VWDWLF DQG , ZLOO KDYH WR WDNH VWRFN RI DV ZHOO DV
H[SODLQWKHSRVLWLRQV·DOWHUDWLRQV
$IWHU GLVFXVVLQJ WKHGHWDLOV RI WKHGHYHORSPHQWV LQ WKHSRVLWLRQ , VXPPDUL]H LW LQ
VHFWLRQ
 
, ZLOO KHUH SUHVHQW WKH GHYHORSPHQWV LQ WKH 'XWFK SRVLWLRQ )RU WKH HDVH RI






ZDV D VHVVLRQ LQ ZKLFK WKH &RPPLVVLRQ UHTXHVWHG IHHGEDFN DIWHU &RPPLVVLRQHU
$VKWRQ·V YLVLW WR &DQDGD ZKHUH VKH GLVFXVVHG WKH SURVSHFWV IRU DQ )7$ 7KH
JXLGHOLQHVVHQWWRWKH'XWFKUHSUHVHQWDWLYHVWROGWKHPWRFDOORQWKH&RPPLVVLRQWR
ZRUN IRU DQG SXVK &DQDGD WRZDUGV DQ DPELWLRXV DJUHHPHQW 7KH VSHFLILF 'XWFK
GHPDQGVWKDWQHHGHG WREHEURXJKWXSZHUH WKHIROORZLQJ WKH LQYROYHPHQWRI WKH
&DQDGLDQ SURYLQFHV LQ WKH QHJRWLDWLRQVZDV GHHPHG ¶HVVHQWLDO· LQ RUGHU WR HQVXUH
WKDWWKHVHVXEQDWLRQDOHQWLWLHVZRXOGDOVRLPSOHPHQWWKHIXOODJUHHPHQW¶QRSLFNLQJ
DQGFKRRVLQJ·6HFRQGO\ ¶DV IDUDVWKH1HWKHUODQGV LVFRQFHUQHG· WKHJDLQV IURPDQ
)7$ZLWK&DQDGDZHUHPRVWO\ WREH IRXQGLQ WKHUHPRYDORI17%VVWDQGDUGVDQG




ZLWK &DQDGD· 7KHUH LV DOVR ¶PXFK WR JDLQ· IURP RSHQLQJ VHUYLFHV DQG SXEOLF
SURFXUHPHQWPDUNHWV
+HUH DV ZHOO DV LQ WKH RWKHU PHHWLQJV WKHUH LV QR WHOOLQJ ZKHWKHU WKH 'XWFK
UHSUHVHQWDWLYHVGLGLQIDFWLQWHUYHQHRUZKHWKHUWKHLUFRQWULEXWLRQVWRWKHGLVFXVVLRQ
GLGLQIDFWIROORZ'HQ+DDJ·VJXLGHOLQHV
7KH VHFRQG PHHWLQJ  GLVFXVVHG WKH &RPPLVVLRQ·V VWUDWHJ\ DQG JRDOV LQ
&(7$ DORQJ ZLWK VRPH GUDIW QHJRWLDWLQJ WH[WV 7KH 1HWKHUODQGV UHLWHUDWHG WKH
SRVLWLRQDVZDVGHVFULEHGDERYH :2%²1XPPHU7KH WKLUGPHHWLQJ




7KH ILIWKPHHWLQJ GLVFXVVHG WKH ILUVW WDULII RIIHUV 7KH'XWFK DSSODXGHG
WKHDPELWLRQ WKHVHRIIHUVH[KLELWHGDQGUHSHDWHG WKHLUSRVLWLRQ7KH\DOVR LQTXLUHG
DERXW WKH QHJRWLDWLRQV RQ ,35 DQG WKH SROLWLFDO SDUWQHUVKLS QHJRWLDWLRQV :2% ²
1XPPHU² IRU WKHUHVWRIWKLVVHFWLRQ,ZLOORQO\PHQWLRQWKHQXPEHU $IWHUWKH
VHFRQG URXQG RI QHJRWLDWLRQV WKH 'XWFK UHSUHVHQWDWLYHV ZHUH WROG WR MXVW ¶OLVWHQ·
GXULQJ WKH VL[WK PHHWLQJ   $Q DWWDFKHG DVVHVVPHQW RI WKH RQJRLQJ











SRVLWLRQKHUH LV LQWHUHVWLQJEHFDXVH LW LV IDUPRUHGHIHQVLYH WKDQDW ODWHU VWDJHV WKH
1HWKHUODQGV H[SOLFLWO\ KDG D ¶UHOXFWDQW· YLHZRIQHJDWLYH OLVWLQJEHFDXVH LWGLIIHUHG
VXEVWDQWLDOO\ IURP WKH (8·V XVXDO DSSURDFK DQG WKHUHIRUH KDG XQFHUWDLQ
FRQVHTXHQFHV7KH'XWFKZHUH WKHUHIRUH LQGHPDQGRIDQ LQGHSWK DQDO\VLVE\ WKH
&RPPLVVLRQ 7KLV SRVLWLRQ VRPHZKDW HYROYHG LQ OHVV WKDQ DPRQWK E\ WKH WHQWK










UHVHUYDWLRQV LQ VRPH VHQVLWLYH VHFWRUV $FFRUGLQJ WR WKH JXLGHOLQHV WKLV ZD\ WKH\
KRSHG &DQDGD ZRXOG PDNH D ¶PRUH DPELWLRXV RIIHU· ZKHQ ¶FRPELQHG ZLWK D UDWFKHW


FODXVH LW SDYHG WKH ZD\ IRU D GHDO WKDW ZRXOG VXUSDVV 1$)7$SDULW\·  ,Q WKH
WKLUWHHQWK JDWKHULQJ  WKH\ GLG QRW UHWXUQ WR WKLV VXEMHFW DQG WKH
1HWKHUODQGDJDLQ UHWXUQHG WR RXWOLQLQJ URXJKO\ WKH VDPH ¶336'· VWDQFHDV DOZD\V
7KHRQO\GLIIHUHQFHZDVWKDWDSDUWIURPWKHGDLU\VHFWRUWKHUHZDVQRZDOVRH[SOLFLW
PHQWLRQ RI WKH ¶JUHDW LPSRUWDQFH· RI WKH SRVWDO DQG ILQDQFLDO VHFWRUV  ,Q WKH
SHQXOWLPDWH JDWKHULQJ RI   WKLV ZDV DJDLQ UHSHDWHG DJDLQ ZLWK D
VOLJKWO\ PRGLILHG SRVLWLRQ RQ VHUYLFHV OLEHUDOL]DWLRQ ² WKH\ QRZ DOVR VWDWHG WKDW







LW KDG FRPH WR E\ WKH HQG RI  $W WKH VL[WHHQWK  PHHWLQJ WKH
&RPPLVVLRQ WDEOHG D GLVFXVVLRQ RI LWV SURSRVDO WR H[SDQG WKH QHJRWLDWLRQV ZLWK
&DQDGD DQG6LQJDSRUH DQG ,QGLDZLWKD FKDSWHURQ LQYHVWPHQW7KH1HWKHUODQGV
VXSSRUWHG WKLV LQLWLDWLYH ZHOFRPLQJ WKH DGGLWLRQ RI DQ LQYHVWPHQW FKDSWHU ZKLFK
FRXOG VHUYHDVD ¶EHQFKPDUN· IRU IXWXUHGHDOV ,W HPSKDVL]HG WKHQHHG IRU D OHYHORI




DQGEXWQRW 2Q WKH ILUVWRI$SULO  WKH'XWFK UHSHDWHG WKHLU VWDQGDUG
SRVLWLRQEXWQRZZLWKWZRDGGLWLRQVLQUHVSRQVHWRWKH&RPPLVVLRQ·VGRFXPHQWRQ
ODERUQRUPVLQ&(7$WKH1HWKHUODQGVVWDWHGWKDWWKH\ZHUHFRPPLWWHGWRDELQGLQJ
UHIHUHQFH WR DW OHDVW WKH IRXU FRUH ODERU VWDQGDUGV RI WKH ,/2+RZHYHU WKH\ DOVR
VWDWHG WKDW WKH\ GLG QRW VXSSRUW WKH V\VWHP SURSRVHG E\ &DQDGD WR PDNH WKH
VXVWDLQDELOLW\FKDSWHUELQGLQJE\ZD\RI ILQHV7KH\SUHIHUUHGDV\VWHPRI¶SRVLWLYH
LQFHQWLYHV· /DWHU LQ $SULO WK PHHWLQJ  WKH GLVFXVVLRQ VZLWFKHG WR
JHRJUDSKLFDO LQGLFDWRUV 7KH 'XWFK FDOOHG IRU WKH DGGLWLRQ RI *RXGD+ROODQG DQG
(GDP+ROODQG WZRFKHHVHV WR WKH OLVWRISURWHFWHGQDPHV ,Q WKHUXQXSWR WKHWK
QHJRWLDWLRQURXQGWKHUHZDVDJDLQDQH[FKDQJHRIWDULIIRIIHUVLQJRRGV7KHVHZHUH
GLVFXVVHGLQWKH73&PHHWLQJRI$IWHUWKHHLJKWURXQGRIQHJRWLDWLRQV





'XWFK ¶EDVLF SRVLWLRQ· ZDV DOVR EURXJKW WR WKH GLVFXVVLRQ RI WKH WK QHJRWLDWLRQ
URXQGGXULQJWKHODVW73&RIRQ

'XULQJ WKH73&RI  WKHPHPEHUVGLVFXVVHG WKHSURVSHFWV IRU ILQLVKLQJ
WKHQHJRWLDWLRQVLQWKHILUVWKDOIRI7KH'XWFKEURXJKWRQO\WKHLUEDVLFSRVLWLRQ
,Q)HEUXDU\WKLVEHFDPHPRUHFRQFUHWHDQGWKH'XWFKDSSDUHQWO\IHOW
WKH\ KDG WR UHDFW WR QHZ LVVXHV DSDUW IURP WKHLU XVXDO OLQHV WKHLU PDQGDWH QRZ


LQFOXGHG WKHSRVLWLRQ WKDW WKH1HWKHUODQGV ¶VXSSRUWV WKH&RPPLVVLRQV LQLWLDWLYH WR²DW
WKHUHTXHVWRI&DQDGDFODULI\WKHUHVHUYDWLRQVUHODWHGWRSXEOLFVHUYLFHV·LHWKH'XWFKDOVR
ZDQWHGPRUH FODULW\ DERXWZKDW VHFWRUVZRXOGEHRSHQRUQRW EHFDXVH WKLV ¶ZRXOG
JLYH PRUH OHJDO FHUWDLQW\ IRU WKHLU RZQ SXEOLF VHUYLFHV· EXW DOVR EHFDXVH LW ¶PD\ RIIHU
FKDQFHV IRU WKHLU RZQ RIIHQVLYH LQGXVWULHV· $W WKHLU WK PHHWLQJ  WKH\
GLVFXVVHGWKHQH[WVWHSVLQWKHQHJRWLDWLRQV$SDUWIURPUHSHDWLQJLWVEDVLFSRVLWLRQ
WKH'XWFK ¶SRVLWLRQWDONLQJ SRLQWV· KHUH LQFOXGHG D SUHIHUHQFH IRU UHWDLQLQJ WKH (8·V
XVXDO UXOHV RI RULJLQ V\VWHP HYHQ WKRXJK LW ZDV SUHSDUHG WR VHHN D SUDJPDWLF
FRPSURPLVH ZLWK WKH &RPPLVVLRQ VLQFH WKLV ZRXOG SUREDEO\ EH LPSRVVLEOH ZLWK
&DQDGD 6WLOO WKH 'XWFK HPSKDVL]HG WKH QHHG WR EH ¶PHWLFXORXV· EHFDXVH &(7$
ZRXOG ¶VHW D SUHFHGHQW IRU RWKHU GHDOV ZLWK GHYHORSHG FRXQWULHV OLNH -DSDQ DQG
SRWHQWLDOO\WKH86·)LQDOO\WKH1HWKHUODQGVZDVZDU\RIWKH¶SDFNDJHGHDO·SURSRVHG
E\&DQDGDEHFDXVHLWGLGQRWLQFOXGHDJULFXOWXUHDQGWH[WLOHDQGEHFDXVHLWLQFOXGHG
DQ ¶RGG EDUJDLQ· /DWHU WKDW PRQWK   WKLV GHEDWHSRVLWLRQLQJ ZDV
UHSHDWHG,Q-XQHWKLVSRVLWLRQZDVODUJHO\UHSHDWHGDSDUWIURPWKH
SRLQW RQ WKH SDFNDJH GHDO VRPH FKHHU RYHU WKH ¶FRQWLQXHG LQWHQWLRQ· WR ILQLVK XS









XUJHG WKH &RPPLVVLRQ WR EH PRUH WUDQVSDUHQW DERXW WKLV LVVXH ZLWK WKH PHPEHU
VWDWHV7KHUHZHUHVRPHPRUHGHYHORSPHQWVLQWKH'XWFKSRVLWLRQLQWKHUXQXSWR
WKH 73& PHHWLQJ RI  ZKLFK SUHSDUHG WKH QH[W URXQG RI QHJRWLDWLRQV
$SDUW IURP LWVSUHYLRXV UHPDUNVRQ ¶$&7$,,· DQG WKHQHHG IRUPRUH WUDQVSDUHQF\
IURP WKH &RPPLVVLRQ WKH 'XWFK SRVLWLRQ DOVR LQFOXGHG D OLQH VWDWLQJ ¶LQ WKH
QHJRWLDWLRQV WKH GHIHQVLYH LQWHUHVWV RI WKH (XURSHDQ PHDW VHFWRU DUH WDNHQ LQWR
DFFRXQW· IROORZHG E\ D UHTXHVW IRU PRUH LQIRUPDWLRQ RQ WKLV DVSHFW RI WKH
QHJRWLDWLRQV )XUWKHUPRUH WKH 'XWFK DOVR WRRN LVVXH ZLWK WKH VFUDSSLQJ RI ZRUN
SHUPLWV IRU FHUWDLQ ¶QHZ PRGH  FDWHJRULHV· 7KH 'XWFK SRVLWLRQ LQ WKH UXQ XS WR
DQRWKHU73&PHHWLQJLQ6HSWHPEHUIRUHVDZWKDWWKHQHJRWLDWLRQVKDG
HQWHUHG D ILQDO SKDVH DIWHU PXFK SURJUHVV LQ WKH SUHFHGLQJ PRQWKV  7KH\ SRVHG
TXHVWLRQVDERXWWKH&RPPLVVLRQ·VUHVSRQVHWRWKHODWHVWDJULFXOWXUDORIIHURI&DQDGD
ZKLFK H[FOXGHG VRPH DJULFXOWXUDO WDULII OLQHV LQFOXGLQJ *RXGVH .DDV 7KH
1HWKHUODQGV ZDV DOVR ZRUULHG DERXW &DQDGD·V DWWHPSW WR LQFOXGH ¶1$)7$86·
HOHPHQWVLQWKHLQYHVWPHQWFKDSWHUZKLFKZRXOGOLPLWWKHVHFWRUDOVFRSHDQGDFFHVV
WR LQYHVWPHQW SURWHFWLRQ 6XFK D SURSRVDO ¶ZDV LQ WHQVLRQ ZLWK WKH &RPPLVVLRQ·V
PDQGDWH· 'XULQJ WKH 2FWREHU VHVVLRQ   WKH 1HWKHUODQGV EURXJKW QR
VSHFLDO SRVLWLRQLQJ $ ZHHN ODWHU WKHLU SRVLWLRQWDONLQJ SRLQWV GLG XQGHUJR VRPH
FKDQJHVKRZHYHU7KH1HWKHUODQGVZDVQRZZRQGHULQJKRZ WKH WDULII TXRWDV IRU
PHDWDQGGDLU\ZRXOGEHGHVLJQHG$OVRVRPHPLQRUDOWHUDWLRQVWRWKHODQJXDJHRQ
LQYHVWPHQW WKH'XWFKQRZ¶DSSUHFLDWH WKH&RPPLVVLRQ·V LV VWLFNLQJ WR LWVPDQGDWH· WKH





¶XQGHVLUDEOH IRU'XWFK LQYHVWRUV·)LQDOO\ WKH'XWFKDOVR IRUPXODWHG WKHLUSRVLWLRQRQ
WKH ¶$&7$·SURYLVLRQV LQ&(7$WKH\QRZSOHDGHGIRUVFUDSSLQJWKHSDUDJUDSKRQ
FULPLQDO SHUVHFXWLRQ RI ,35   7KHUH ZDV DQRWKHU GHYHORSPHQW LQ WKH 1HWKHUODQGV
¶EDVLF SRVLWLRQ· ODWHU WKDW PRQWK   )RU WKH ILUVW WLPH WKHUH ZDV QRZ
PHQWLRQ RI WKH 'XWFK SULRULWL]LQJ QRW MXVW GDLU\ SRVWDO VHUYLFHV DQG ILQDQFLDO
VHUYLFHV EXW DOVR GUHGJLQJ DQG VKLSSLQJ ,Q UHJDUGV LQYHVWPHQW DUELWUDWLRQ WKH
'XWFKQRZVSHFLILHG WKDW WKH&DQDGLDQSURSRVDOGRHVQRWRIIHU HQRXJKSURWHFWLRQ
SDUWLFXODUO\ IRU WKH ILQDQFLDO VHFWRU )LQDOO\ DSSDUHQWO\ WKH 1HWKHUODQGV KDG DOVR
UHVSRQGHGQHJDWLYHO\WRWKHFKDLUPDQVKLSSURSRVDOPDGHGXULQJWKHODVWPHHWLQJWR




RQ WKLV SRVLWLRQ DSDUW IURP WKHLU EDVLF SRVLWLRQ GDLU\ GUHGJLQJ VKLSSLQJ SRVWDO
DQGILQDQFLDOVHUYLFHVDFFHVVWR,6'6IRUILQDQFHWZRLVVXHVWKDWWKH\KLJKOLJKWHGIRU
WKH ILQDO SKDVH DUH WKH QHHG IRU D KLJKHU OHYHO RI LQYHVWPHQW SURWHFWLRQ LQ WKH
ILQDQFLDOVHFWRUDQGLPSURYHGPDUNHWDFFHVVIRUWKHPDULWLPHVHFWRU(VVHQWLDOO\WKH
VDPHSRVLWLRQZDVYRLFHGRQ EXWPRUHEULHIO\DQGFOHDUO\ VWDWHG ¶WKH
1HWKHUODQGVFDQDJUHHZLWKWKHDFFRUGLIWKHPRVWLPSRUWDQWUHPDLQLQJSUREOHPVDUHE\WKHQ
UHVROYHG·([DFWO\WKHVDPHSRVLWLRQVZHUHUHSHDWHGRQDQG
DOWKRXJK LQ WKLV ODVWPHHWLQJ WKH'XWFKZHUHHYHQPRUH IRUZDUGDERXW&(7$
EHLQJD¶EDODQFHGDQGKLJKTXDOLW\GHDO·WKDWPRUHWKDQDGHTXDWHO\UHIOHFWHGWKH'XWFK
SRVLWLRQV 2QO\ WKH 'XWFK LQWHUHVWV LQ WKH ILQDQFLDO DQGPDULWLPH VHFWRU UHPDLQHG
LQFRPSOHWH 7KH 1HWKHUODQGV WKHQ DSSDUHQWO\ WUXVWHG WKDW ¶WKH &RPPLVVLRQ ZRXOG
SUHVHQWDVXFFHVVIXOHQGUHVXOWZLWKLQWKHOLPLWVRILWV¶ODQGLQJ]RQHVSDSHU·EXWSUHVVHGLW
WR NHHS DQ H\H RQ WKH UHODWLRQVKLS EHWZHHQ&(7$DQG WKH VWDUWXSRIQHJRWLDWLRQV
ZLWKWKH86

'XULQJ WKH ILUVWPHHWLQJVRI LQ -DQXDU\  DQG)HEUXDU\ 
WKH1HWKHUODQGVH[SUHVVHVVRPHUHJUHWWKDWWKHQHJRWLDWLRQVKDG
QRWEHHQILQDOL]HGEXWWKH\VWLOOEHOLHYHWKLVVKRXOGEHSRVVLEOHLQWKHVKRUWWHUP,Q
WKH ILUVW RI WKHVH PHHWLQJV WKH\ DJDLQ VWUHVVHG WKH QHHG IRU ¶DQ DGHTXDWH OHYHO RI
LQYHVWPHQWSURWHFWLRQLQWKHILQDQFLDOVHFWRU·7KHH[DFWVDPHSRVLWLRQZDVUHLWHUDWHGLQ
$SULO  DQG-XQHDOWKRXJKWKHODWWHU WDONLQJSRLQWVVHHP
PRUHLUULWDWHGZLWKWKH&DQDGLDQSRVLWLRQLQDJULFXOWXUHDQGLQFOXGHVODQJXDJHOLNH
¶TXDOLW\DQGVXEVWDQFHLQWKHQHJRWLDWLRQVUHPDLQSDUDPRXQWRYHUVSHHG·²HVSHFLDOO\VLQFH
WKHGHDOZDV VWLOO VHHQDV DSUHFHGHQW IRU77,3  )LQDOO\ KRZHYHU WKHQHJRWLDWLRQV
ZHUHFRQFOXGHGLQWKHIDOORIDQGDWWKH1RYHPEHU73&PHHWLQJ
WKH 'XWFK SRVLWLRQ ZDV WR KDLO WKH GHDO DV ¶D ODQGPDUN WUDGH DFKLHYHPHQW DQG D
VWHSSLQJ VWRQH WR DQ LQWHJUDWHG WUDQVDWODQWLFPDUNHW· ² HYHQ WKRXJK WKH\ VWLOO KDG
PDQ\TXHVWLRQVDERXWVRPHRQJRLQJLVVXHVHVSHFLDOO\ LQVHUYLFHVDERXWZKLFKWKH
&RPPLVVLRQVZDVQRW YHU\ WDONDWLYH2QHRI WKHVH ¶WHFKQLFDO· LVVXHV WKDW WKH'XWFK
KHUH ILUPO\ UHVLVWHG ZDV WKH LQFOXVLRQ RI ¶LQYHVWPHQW VFUHHQLQJ IRU &DQDGLDQ
LQYHVWPHQW PLUURULQJ WKH &DQDGLDQ UHVHUYDWLRQ LQ WKLV DUHD· 7KH 'XWFK ZHUH
¶VWURQJO\ RSSRVHG· WR VXFK VFUHHQLQJ )LQDOO\ WKH 'XWFK DOVR ¶VXSSRUW>HG@ WKH
LQWHUYHQWLRQRI>DFHQVRUHGPHPEHUVWDWH@·LQUHJDUGVWKHGLYLVLRQRIFRPSHWHQFHVDQGWKH
QDWXUHRI WKHGHDO(VSHFLDOO\GXH WR VRPHDVSHFWV UHODWHG WR WUDQVSRUW VHUYLFHV WKH


1HWKHUODQGV EHOLHYHG WKDW WKH GHDO VKRXOG EH VLJQHG DQG UDWLILHG DV D ¶PL[HG
DJUHHPHQW·

2Q  DQ LQWHUQDO PHPR GLVFXVVHG WKH PDQDJHPHQW RI WKH DJULFXOWXUDO
TXRWDVZKLFKKDGEHHQDJUHHGRQ$FFRUGLQJWRWKHPHPRWKH1HWKHUODQGVZDVLQ
IDYRURILQVWDOOLQJDV\VWHPZLWKOLFHQVHVUDWKHUWKDQD¶ILUVWFRPHILUVWVHUYHG·V\VWHP
/LFHQVHG TXRWDV RIIHUHG WKH (8 LPSRUWHUV QRWDEO\ LQ WKH PHDW LQGXVWU\ PRUH
VHFXULW\ 7KH 'XWFK SUHVVXUH RQ WKH &RPPLVVLRQ DORQJ ZLWK D QXPEHU RI RWKHU
PHPEHUVWDWHVKDGEHHQVXFFHVVIXOLQJHWWLQJLWWRWU\DQGQHJRWLDWHVXFKDOLFHQVLQJ
V\VWHP RYHUWXUQLQJ DQ DOUHDG\ DJUHHG GHDO WKDW ZRUNHG ZLWK D ¶ILUVW FRPH ILUVW
VHUYHG·V\VWHP7KHPHPRDOVRPDGHFOHDUWKDWWKHRSHQLQJRIPDUNHWVLQSRUNDQG
EHHIKDGQRWKDSSHQHGZLWKRXWDVHWRIGHPDQGVDQGUHVWULFWLRQVWKHPHDWKDGWREH






WKH GDQJHUV RI XQFHUWDLQW\ IRU )', LQWR WKH (8 7KH\ UHSHDWHG WKHLU SRVLWLRQ RQ
PL[LW\ 7KH QH[WPHHWLQJ ZDV LQ0D\  ZKHQ WKH 'XWFK SRVLWLRQ VWDUWHG
ZLWKD WHOOLQJTXRWH´,EHOLHYH WKH ORQJHUZHZDLWQRZ WR ILQLVK&(7$ WKHPRUH FKDQFH
SRWHQWLDOFRQWURYHUVLHVRYHU77,3PD\GHOD\WKHFRQFOXVLRQRI&(7$µ$SDUWIURPWKLVWKH




WKHUH LV D GHDUQHHG WRSXEOLVK WKHQHJRWLDWLQJ UHVXOW DV VRRQ DV SRVVLEOH DIWHU WKUHH SXEOLF
DQQRXQFHPHQWVRISROLWLFDODJUHHPHQWRQ&(7$RXUVWDNHKROGHUVDQGSDUOLDPHQWDUHJHWWLQJ
LPSDWLHQW:HQHHGWRVKRZWKHPRXUUHVXOWVDQGWKHLQLWLDOHGWH[WZRXOG LQRXUYLHZKDYH
EHHQ D JRRG EDVLV IRU WKDW1RZ WKDW WKHUHZLOO EHQR LQLWLDOLQJ WKH\ZRXOG OLNH WR DVN WKH
&RPPLVVLRQZKLFK RSWLRQVZH KDYH WRSXEOLVK WKH&(7$ WH[W VRRQ·2Q  WKH
73&PHPEHUVWKHQPHWZLWK%HUQG/DQJHWKHQ&KDLUPDQRI,17$$FFRUGLQJWRWKH
:2%GRFXPHQWKHUHWKH'XWFKWDONLQJSRLQWVIRUWKHILUVWWLPHDFNQRZOHGJHGWKDW




'XWFK XQGHUOLQHG WKH LQFUHDVLQJ SROLWLFDO DQG SXEOLF VHQVLWLYLW\ DOVR LQ WKH
1HWKHUODQGV RI ,6'6PRVWO\ LQ WKH FRQWH[W RI 77,3 EXW WKH\ IRUHVDZ LWPD\ DOVR









FDOOHG IRU PRGLILFDWLRQV RI WKH V\VWHP QRWDEO\ FOHDUHU SURWHFWLRQ RI WKH ULJKW WR
UHJXODWH E\ ZD\ RI D  ¶FODULILFDWLRQ RI ´IDLU DQG HTXLWDEOH WUHDWPHQWµ DQG ´OHJLWLPDWH
H[SHFWDWLRQVµ RI LQYHVWRUV· DQG D FDUYHRXW IRU EDQN UHVROXWLRQV DQG VRYHUHLJQ GHEW
UHVWUXFWXULQJ7KH\DOVRSURSRVHGDVHWRISURFHGXUDOFKDQJHVQRWDEO\WKHFUHDWLRQRI
D SHUPDQHQW ¶WUDGH DQG LQYHVWPHQW FRXUW· ZLWK D IL[HG SRRO RI DUELWUDWRUV WKH












ZHOO DV EURDGHU WUDQVSDUHQF\ RI WKH QHJRWLDWLRQV HJ SXEOLVKLQJ SRVLWLRQ SDSHUV
VRPHQHJRWLDWLQJWH[WV





DWWHPSWV RI WKH &RPPLVVLRQ WR JHW &DQDGD WR DFFHSW D UHYLVHG ,6'6 V\VWHP ,&6
6LQFH WKLV QHZ WH[W ZDV ¶FRPSOHWHO\ LQ OLQH·ZLWK 'XWFK SULRULWLHV ¶DV VHW RXW LQ WKH
¶&(7$DQG%H\RQG·SDSHU·WKH1HWKHUODQGVZDVDOVRH[SHFWLQJGRPHVWLFVWDNHKROGHUV
SDUOLDPHQWEXVLQHVVFLYLOVRFLHW\WRDSSURDFKLW¶FRQVWUXFWLYHO\·7KH'XWFKSRVLWLRQ
RQ WKH ILQDO DFFRUG UHPDLQHG SRVLWLYH WKH 1HWKHUODQGV H[SHFWHG WR UHFHLYH D
¶GLVSURSRUWLRQDO VKDUH· RI &(7$·V EHQHILWV ¶· ZLWK WKH IDOO LQ WDULIIV VDYLQJ







GRPHVWLF GLVFXVVLRQ LQ+XQJDU\ DQG WKH*UHHNGHPDQG IRU VWURQJHU SURWHFWLRQ RI
IHWDFKHHVH 7KH VHFRQGPHHWLQJZDV RQ WKH WK RI $SULO   7KLVPRVWO\
GLVFXVVHGWKHVDPHLVVXHVDOWKRXJKWKHUHZDVQRZDOVRVRPHFRQWURYHUV\LQUHJDUGV
WKH SURYLVLRQDO DSSOLFDWLRQ RI &(7$ ZKLFK ZDV EHLQJ FULWLFL]HG IRU EHLQJ
XQGHPRFUDWLF7KHUHZHUHDOVRQHZGRPHVWLFSUREOHPVSRSSLQJXSLQVRPH06IRU
H[DPSOH LQWKH:DOORRQSDUOLDPHQW5RPDQLDDQG%XOJDULDDQG LQWKH1HWKHUODQGV
WKHUH ZDV WDON RI D UHIHUHQGXP 7KHUH ZDV DOVR VRPH HYROXWLRQ LQ WKH 'XWFK
SRVLWLRQZKLFK QRZ H[SOLFLWO\PHQWLRQHG WKDW DVLGH IURP WKHPDQ\ EHQHILWV WKHUH
ZHUH DOVR VRPH'XWFK VHFWRUV WKDWZRXOG EH QHJDWLYHO\ DIIHFWHG QRWDEO\ WKHPHDW


HJ SRUN DQG EHHI LQGXVWU\ EXW DOVR VRPH ILVKHU\ VKULPSV DQG FRG DQG WKH FDU
LQGXVWU\PD\¶VHHVRPHWUDGHGLYHUVLRQ·$WWKH(8OHYHODWWKLVWLPHWKH1HWKHUODQGV
ZDV PRVWO\ VWUXJJOLQJ DORQJVLGH PRVW RWKHU RU DOO PHPEHU VWDWHV  ZLWK WKH
&RPPLVVLRQ WRJHW WKHGHDO WREHDFNQRZOHGJHGDV ¶PL[HG· ,Q-XO\  
WKLV LVVXH ZDV ILQDOO\ VHWWOHG ZKHQ WKH &RPPLVVLRQ GHFLGHG WR UDWLI\ &(7$ DV D
PL[HGDFFRUG7KHGLVFXVVLRQQRZIRFXVHGRQWKHGHWDLOVSURYLVLRQDODSSOLFDWLRQ7KH
'XWFKSRVLWLRQKHUHZDVWKDWWKH\QHHGHGWRILUVWGLVFXVVWKLVZLWKWKHLUSDUOLDPHQW
EHFDXVH RI D VHW RI SDUOLDPHQWDU\ UHVROXWLRQV EXW WKDW WKH\ZRXOGSUREDEO\ DUJXH
WKDW WKH IROORZLQJ SURYLVLRQV VKRXOG QRW EH SURYLVLRQDOO\ DSSOLHG SRUWIROLR
LQYHVWPHQWV QDWLRQDO H[SURSULDWLRQ QRQWUDGH DVSHFWV RI ,35 DQG VRPH DVSHFWV RI
UHJXODWRU\ FRRSHUDWLRQ7KH'XWFKJHQHUDO SRVLWLRQ LQ UHJDUGV&(7$ UHPDLQHG WKH
VDPH ZHOFRPLQJ ZLWK VRPH FDYHDWV DV RXWOLQHG DERYH /DWHU LQ -XO\  WKH
1HWKHUODQGV QRZ KDG WR SRVLWLRQ WKHPVHOYHV RQ WKH 6ORYDNLDQ SUHVLGHQF\·V
SURSRVDOV IRU SURYLVLRQDO DSSOLFDWLRQ 7KLV GLVFXVVLRQZDV FRQWLQXHG RQ 
 DQG  ² DOWKRXJK WKH1HWKHUODQGVDOZD\V UHIUDLQHG IURPDFWXDOO\
WDNLQJ D SRVLWLRQ LQ WKH &RXQFLO GXH WKH SDUOLDPHQWDU\ UHVWULFWLRQV $IWHU D
SDUOLDPHQWDU\GHEDWHRQWKLVLVVXHRQWKLVFKDQJHGDQGWKH¶WDONLQJSRLQWV·









GRHV QRW HQGDQJHU WKH SUHFDXWLRQDU\ SULQFLSOH 7KH1HWKHUODQGVZDV LQ SDUWLFXODU
GHPDQGLQJ WKH DGGLWLRQ RI D SURPLVH WKDW WKHUH ZRXOG LQ WKH QHDU IXWXUH EH D
VWUHQJWKHQLQJRI WKH VXVWDLQDELOLW\ FKDSWHUVE\JLYLQJGLVSXWH VHWWOHPHQW ¶UHDO WHHWK·












ZDQWHG WKH SURWHFWLRQ E\ZD\ RI JHRJUDSKLFDO LQGLFDWRUV RI WZR'XWFK FKHHVHV ²
(GDPDQG*RXGD2QO\DIWHUVHYHUDO\HDUVRIQHJRWLDWLQJGLGWKLVGLVDSSHDUIURPWKH
'XWFK73&PHPEHUV·JXLGHOLQHVEXWLWDJDLQSOD\HGDSURPLQHQWUROHLQWKHSRVLWLYH





 RQ D JHQHUDO IRUPXODWLRQ ZDV UHSODFHG ZLWK DQ HPSKDVLV RQ ILQDQFLDO DQG
SRVWDO VHUYLFHV DQG FHUWDLQ PDULWLPH VHFWRUV QRWDEO\ GUHGJLQJ DQG IHHGHULQJ
VHUYLFHV 7KH 'XWFK SRVLWLRQ RQ WKH PHWKRGRORJ\ RI VHUYLFHV· OLEHUDOL]DWLRQ GLG
XQGHUJRVRPHHYROXWLRQDOWKRXJKWKH\ZHUHLQLWLDOO\VXVSLFLRXVRIWKHQHZQHJDWLYH
OLVWDSSURDFKDFFRUGLQJWRWKH73&ILOHVLWWRRNWKHPDERXWWZRIRXUEHWZHHQ-XQH
DQG2FWREHUPRQWKV WR VZLWFK WR VXSSRUWLQJ WKLVPHWKRG LQ&(7$H[FHSW LQ
PRGHDQGZLWKUHVHUYDWLRQVRQVHQVLWLYHSXEOLFVHFWRUV
7KH1HWKHUODQGVZDVDOVRYHU\PXFK LQ IDYRURIDGGLQJDQ LQYHVWPHQW FKDSWHU WR
&(7$ZKHQWKH&RPPLVVLRQSURSRVHGWKLVLQ-DQXDU\VXSSRUWLQJPHDVXUHVWR
ERRVW LQYHVWPHQW IORZV EHWZHHQ WKH SDUWQHUV DQG LQ WKH ¶ILQDO VWDJH· YHKHPHQWO\
UHMHFWLQJWKHLQWURGXFWLRQRI LQYHVWPHQWVFUHHQLQJZKLFKWKH\VDZDVSURWHFWLRQLVW
VLJQDOLQJ HYHQ WKRXJK LWZRXOGQHYHUEHXVHG6HFWRUDOO\ WKH\ZHUHHVSHFLDOO\ LQ
GHPDQG IRU JLYLQJ DFFHVV WR ,6'6 IRU WKH ILQDQFLDO LQGXVWU\ D SRVLWLRQ WKDW ZDV
UHLWHUDWHGWKURXJKRXWDQG
,WLVLQWKHLQYHVWPHQWFKDSWHUKRZHYHUWKDWWKH\FKDQJHGWKHLUVWDQFHRQSUREDEO\
WKH PRVW FRQWURYHUVLDO DVSHFW RI WKH QHJRWLDWLRQV ,6'6 ,QLWLDOO\ WKH 1HWKHUODQGV
GHPDQGHGDVWURQJV\VWHPRILQYHVWPHQWSURWHFWLRQLQFOXGLQJLQYHVWRUVWDWHGLVSXWH






PRUH VSHFLILFDOO\ ZKHWKHU WKH DJUHHPHQW ZRXOG GHPDQG IRU WKH HQIRUFHPHQW RI
FHUWDLQ ,3 SURWHFWLRQV YLD FULPLQDO ODZ$OWKRXJK WKH1HWKHUODQGV LQLWLDOO\ GLG QRW





FDOOHG DGHIHQVLYH LQWHUHVW LQ  DQG +RZHYHU HYHQKHUH LW VHHPV WKDW WKH
















OLVWLQJ EXW D UHWHQWLRQ RI D KRUL]RQWDO (8OHYHO UHVHUYDWLRQ IRU SXEOLF XWLOLWLHV LQ
FRPELQDWLRQZLWK VHFWRUDO H[FHSWLRQV DW WKHPHPEHU VWDWH OHYHO 7KH\ DOVR UHVLVWHG
QHJDWLYH OLVWLQJ IRUPRGH DQG LQFOXGHG WKHLURZQVHWRI UHVHUYDWLRQV ZKLFKZDV
YHU\OLPLWHGZKHQFRPSDUHGWRPDQ\RWKHUPHPEHUVWDWHV·OLVWV
7KH1HWKHUODQGV VXSSRUWHG WKH DGGLWLRQ RI ,/2 FRUH ODERU VWDQGDUGV LQ WKH ODERU
FKDSWHUEXWWKH\RSSRVHGPDNLQJWKHVXVWDLQDELOLW\FKDSWHUVHQIRUFHDEOHXVLQJILQHV
DV &DQDGD SURSRVHG 7KLV VHHPV WR KDYH DOWHUHG LQ  ZKHQ WKH 1HWKHUODQGV
SUHVVHG IRU WKHDGGLWLRQRID FODXVH LQ WKH LQWHUSUHWLYHGHFODUDWLRQZKLFKSURPLVHG
WKDWWKHVXVWDLQDELOLW\FKDSWHUZRXOGEHLQYHVWLJDWHGWRVHHLILWFRXOGEHPDGH¶PRUH
HQIRUFHDEOH·$OWKRXJKVRPHRIP\VRXUFHVFODLPHGWKDWWKH'XWFKDOVRFDOOHGIRUWKH
LQFOXVLRQ RI DQLPDOZHOIDUH SURYLVLRQV WKLV QHYHU UHWXUQV LQ WKH 73& GRFXPHQWV
7KLV PD\ LQGLFDWH WKDW WKH\ ZHUH DOUHDG\ SOHDVHG ZLWK WKH SURSRVHGLQFOXGHG
SURYLVLRQV RU WKDW WKH\ GLG QRW IRUPXODWH VXFK GHPDQGV %XW LW GRHV QRW VHHP WR
KDYHEHHQDSULRULW\





DOVR YLVjYLV GRPHVWLF VWDNHKROGHUV ,Q WKH ILQDO SKDVH WKH\ SOHDGHG LQ IDYRU RI
VHYHUDO OLPLWDWLRQV RQ SURYLVLRQDO DSSOLFDWLRQ QRWDEO\ RQ ,&6 DQG LQ IDYRU RI D
OHJDOO\ELQGLQJLQWHUSUHWDWLYHGHFODUDWLRQWKDW¶FODULILHG·WKHGHDOLQFHUWDLQUHVSHFWV²






































&62V PDQDJHG WR DOWHU RU VHW WKH 'XWFK SRVLWLRQ E\ OREE\LQJ WKH H[HFXWLYHV RU
FDPSDLJQLQJWKURXJKWKHSUHVVWKHSXEOLFRUWKHSDUOLDPHQW
, ILUVW GLVFXVV WKHSULRU SUREDELOLW\ RI WKLVPHFKDQLVPGRZH WKLQN LW LV OLNHO\ WKDW
&62VJRW LQYROYHG DQG WKDW WKH\ZHUH LQIOXHQWLDOJLYHQZKDWZHNQRZDERXW WKH





WKH UROH RI FLYLO VRFLHW\ LQ LQIOXHQFLQJ LW KRZ OLNHO\ LV LW ¶D SULRUL· WKDW WKH\ ZHUH
LQIOXHQWLDO LQ WKH&(7$FDVH",H WKDW WKH\FDUHGDERXW WKHDJUHHPHQW WRRNSDUW LQ
VRPHNLQGRI LQVLGHRXWVLGH OREE\LQJDQGZHUHDEOH WR UHDFKDQGVRPHKRZDIIHFW
SROLF\PDNHUV· FRXUVH RI DFWLRQ 7KLV MXGJPHQW LV EDVHG RQ P\ UHDGLQJ RI WKH
OLWHUDWXUH DQG RXU NQRZOHGJH RI'XWFK SROLWLFV DQG SOD\V D UROH ERWK LQ GHFLGLQJ




PRYHPHQWV DQG WUDGH XQLRQV WRPXVWHU WKH UHVRXUFHV IRU WUDGHUHODWHGPRQLWRULQJ
DQGOREE\LQJDOWKRXJKZHDOVRVDZWKDWWKHLULQWHUHVWLQWKHVHPDWWHUVKDGJHQHUDOO\
EHHQ OLPLWHG 6LQFH WKH WH[WVZHUHRQO\ UHOHDVHG LQ LWPD\KDYH DOVR UHTXLUHG
GHGLFDWHGUHVRXUFHVDQGSHUVRQQHOWRNHHSWUDFNZLWKWKHVSHFLDOL]HGSUHVVQHWZRUNV
IROORZLQJ WKLV LVVXH 6RPH VPDOOHU RUJDQL]DWLRQVKDG EHHQPRQLWRULQJ WUDGHSROLF\
IRU D ORQJ WLPHKRZHYHU DQG VLQFH ¶DZDUHQHVV· LV DSXEOLFJRRG LW VHHPVSODXVLEOH
WKDWVHYHUDOVHFWLRQVRIWKH&62SRSXODWLRQZHUHDWWKHYHU\OHDVWYDJXHO\DZDUHRI
WKH WUDGH GHDO LQ LWV ILUVW \HDUV (VSHFLDOO\ EHFDXVH IURP  RQ WKH (XURSHDQ
QHWZRUNV LQZKLFK VRPH RI WKHVH JURXSVZHUH SOXJJHG LQ 6% (78& (368«
SXEOLVKHG FULWLFDO UHPDUNV DERXW &(7$ WKLV LQWHQVLILHG DIWHU  ZKHQ D




:LWK&(7$ WUDGHSROLF\DOVRHQWHUHGWKH ¶GHHSWUDGH·VSHFWUXPWKDW WRXFKHGWKHVH
JURXSV·SROLF\GRPDLQV WKHQHJRWLDWLRQVQRWRQO\FRYHUHG WDULIIVEXWDOVRVHUYLFHV
LQYHVWPHQW UHJXODWRU\ FRRSHUDWLRQ FKDSWHUV RQ ODERU DQG WKH HQYLURQPHQW 636
HOHPHQWVHWFHWHUD$VZHVDZLQWKHFDVHLQWURGXFWLRQ&(7$ZDVH[HPSODU\RIWKH
QHZJHQHUDWLRQRI WUDGHDJUHHPHQWVDQGZDVFHUWDLQO\RIVXEVWDQWLYH LQWHUHVW IRUD
YDULHW\RI&62V,IWKH\NQHZDERXWWKHGHDOLWWKHUHIRUHVHHPVOLNHO\WKDWWKH\DOVR
GHYHORSHGSUHIHUHQFHVRQVRPHRILWV¶SRWHQWLDO·FRQWHQWV+RZHYHUWKHSXEOLFQRU






HPSOR\PHQW ,W GLG DQWLFLSDWH VRPH GRZQVLGHV IRU WKH TXDOLW\ RI ZRUN DQG WKH
HQYLURQPHQW ² HVSHFLDOO\ LI DJULFXOWXUDO OLEHUDOL]DWLRQ OHG WR LQWHQVLILHG XVH RI
FKHPLFDOV7KLVLVLQOLQHZLWKWKHYLHZRI&DQDGDDVUDWKHUVPDOOEHQLJQDQGTXDVL
VRFLDOGHPRFUDWVWDWHWKLVPD\KDYHDOVRVHUYHGWRDOOHYLDWHWKH&62V·ZRUULHV
,I WKHVH JURXSV VWLOO GHFLGHG WR H[HUW LQIOXHQFH ZRXOG ZH KDYH H[SHFWHG WKHP WR
VXFFHHG"&OHDUO\ WKLVZRXOGKDYHGHSHQGHGRQWKHNLQGVRIRUJDQL]DWLRQVWKDWJRW
LQYROYHG 7KH SHDN WUDGH XQLRQV LQ SDUWLFXODU HQMR\ SDUWLFXODUO\ JRRG DFFHVV WR
GHFLVLRQPDNHUVWKURXJKIRUPDODVZHOODVLQIRUPDOYHQXHV+RZHYHUDVZHVDZLQ
 WKH WUDGH XQLRQV KDYH IDYRUHG IUHH WUDGH IRU GHFDGHV PDNLQJ WKHLU
LQYROYHPHQW VRPHZKDW XQOLNHO\ $OWKRXJK WKH\ GR QRW SRVVHVV WKH VDPH NLQG RI
DFFHVV WKHUHYLHZLQGLGLQGLFDWHWKDWPRVW&62VDOVRIHHOOLNH7KH+DJXH·V
GRRUV DUH UHDVRQDEO\ZHOFRPLQJ+RZHYHU WKH\GRQRWSRVVHVV  WKH VDPHNLQGRI
PDVVOHYHUDJHDQGZRXOGWKHUHIRUHGHSHQGRQHLWKHUWKHSRZHURIWKHLUDUJXPHQWV
RU WKHLU DELOLW\ WRZDJH D VXFFHVVIXO SXEOLF FDPSDLJQ*LYHQ WKH JHQHUDO IUHHWUDGH
PLQGHGQHVV RI SROLWLFLDQV DFURVV WKH SROLWLFDO VSHFWUXP HVSHFLDOO\ WKH SDUWLHV LQ
SRZHU EXW DOVR DPRQJ WKH JHQHUDO SXEOLF VHH  WKLV VHHPV OLNH DQ XSKLOO
VWUXJJOH2QWKHRWKHUKDQGDOWKRXJKLWZRXOGEHLPSUREDEOHIRUDQ\JLYHQ)7$WR
KDYH UHFHLYHGPXFK LQIOXHQWLDODWWHQWLRQ IURP&62V LQ LID FDPSDLJQGLGJHW
VWDUWHGWKHQWKHUHZDVSRWHQWLDOJLYHQWKHDVVRFLDWLRQDOGHQVLW\RIWKH'XWFKSXEOLF
IRUDJURZLQJEDQGZDJRQRI&62DFWLYLW\SRWHQWLDOO\ OHDGLQJWR LQIOXHQFHWKURXJK
WKH SDUOLDPHQWDU\ DQG SXEOLF FKDQQHOV 7KHLU SRWHQWLDO IRU ¶LQVLGH· SROLWLFV ZDV
DUJXDEO\VOLP
$OOLQDOOSULPDIDFLHWKLVQDUUDWLYHVHHPVLPSODXVLEOHDQG,WKLQNZH·GQHHGVRPH
IDLUO\ VWURQJ HYLGHQFH LH WKHPHFKDQLVP VKRXOGQRW MXVW VXUYLYH IDOVLILFDWLRQ EXW
VKRXOGDOVREHDEOHWRSUHVHQWSLHFHVRIFRQILUPDWRU\¶XQLTXH·ILQJHUSULQWV
 
7KH SUHVHQFH RI WKHVH YDULRXV VWHSV FDQ EH WHVWHG E\ ORRNLQJ IRU LQWHU DOLD WKH
IROORZLQJHYLGHQFH
6HTXHQFH HYLGHQFH SRVLWLRQLQJ·DFWLRQ· E\ &6 EHIRUH FKDQJH LQ SROLF\PDNHUV·





%HOJLDQ SRVLWLRQ HJ SROLF\QRWHV JRYHUQPHQW VWDQFHV UHVROXWLRQV LQWUDSDUW\
PDQHXYHULQJ « D VKLIW LQ WKH 'XWFK SRVLWLRQ DV FRPPXQLFDWHG WRZRUNHG IRU RQ
(XURSHDQOHYHO


















7UDQVSDUHQF\ 1HWZRUN ,QWHUQDWLRQDO 71, DQG 6202 IRUPHG WKH YDQJXDUG
0LOLHXGHIHQVLHDQG)RRGZDWFKZHUHWZRPDMRURUJDQL]DWLRQVIURPWKHVHFRQGJURXS
7KH ODVWJURXSFRQVLVWHG LQSDUWLFXODURI*UHHQSHDFH WKHWUDGHXQLRQ)19DQGWKH
&RQVXPHQWHQERQG
$VZDVPHQWLRQHG DERYH WKH ILUVW JURXS OLW WKH IXVHRI WKH'XWFK&62 FDPSDLJQ
71,KDGDOUHDG\EHHQZRUNLQJRQ(8WUDGHDQGLQYHVWPHQWGHDOVIRUVRPHWLPHDQG
KDG SDUWLFXODUO\ EXLOW XS D ORW RI H[SHUWLVH RQ ,6'6 $FFRUGLQJ WR 71, LWVHOI WKH\
SOD\HGDQLPSRUWDQWUROHLQNLFNVWDUWLQJWKH'XWFKFDPSDLJQ%HIRUHDQ\RQHHOVHLQ
WKH 1HWKHUODQGV EHFDPH DZDUH RI 77,3 71, KDG VWDUWHG ZRUNLQJVKDULQJ
LQIRUPDWLRQ RQ WKHVH QHJRWLDWLRQV ZLWKLQ WKH 6% QHWZRUN  71, ZDV QRW MXVW D
PHPEHURI6%EXWDOVRLWV¶KRVW·6%LVDQLQIRUPDOQHWZRUNZLWKRXWOHJDOLGHQWLW\
VR 71, GLG LWV ERRNNHHSLQJ DQG SDLG WKH 6% FRRUGLQDWRUV :KHQ 71, FR
SXEOLVKHGDQDFFHVVLEOHSDSHURQ77,3DQG,6'6E\6%LQWKLVWULJJHUHGQHZ
DZDUHQHVV IURPYDULRXVRWKHU'XWFKRUJDQL]DWLRQV )RU H[DPSOH  RQH RI WKH FR
DXWKRUV IURP71,ZDV LQWHUYLHZHG DERXW WKH GDQJHUV RI 77,3 E\ WKHPDJD]LQH RI
0LOLHXGHIHQVLH ,QWHUYLHZ71, ,Q2FWREHU71,6202%RWK(1'6
DQG0LOLHXGHIHQVLHDOVR FRRUJDQL]HGDQH[SHUWZRUNVKRSRQ ,6'6DQG LQYHVWPHQW
SURWHFWLRQ
7KH FRRSHUDWLRQ ZLWK WKHVH 'XWFK RUJDQL]DWLRQV JUHZ VWURQJHU DIWHU WKH *HUPDQ
PHPEHUVRI6%FDPHXSZLWKWKHLGHDWREHJLQD(XURSHDQ&LWL]HQ·V,QLWLDWLYH(&,
RIZKLFK71,EHFDPHWKH'XWFKFRRUGLQDWRU7KH\UHDFKHGRXWWRDYDULHW\RIRWKHU
RUJDQL]DWLRQV LQ VHDUFKRI VXSSRUWQRWDEO\)RRGZDWFK DQG0LOLHXGHIHQVLHZKLFK










WKH RWKHU1*2VZLWK WKLV WUHDW\ZDVPRUHSDVVLYH$OWKRXJK71, KDGSDLG VRPH
DWWHQWLRQWRWKH)7$LQZKHQWKH\FRDXWKRUHGDUHSRUWRQIUDFNLQJDQG&(7$
DQGWKH OLQNEHWZHHQ,6'6DQGIUDFNLQJ WKHLU LQYROYHPHQWZLWKWKHGHDOGLGQRW
JRPXFKIXUWKHU7KH\EHOLHYHGLWZRXOGEHWRRGLIILFXOWWREXLOGDFDPSDLJQDURXQG
&(7$VR IRUDZKLOH WKH\GLGQ·WGRPXFKZLWK LW ,WZDVRQO\ZKHQWKHFDPSDLJQ








WKHLU FRPPLWPHQW WR VWULFWHU UHJXODWRU\ SURWHFWLRQ RI FRQVXPHUV· ULJKWV DQG IRRG
VDIHW\ DQG WKH  QHZ WUDGH GHDOV ZHUH LQFUHDVLQJO\ VHHQ DV D WKUHDW WR UHJXODWRU\
SROLWLFVLQWKH1HWKHUODQGVDQGWKH(8²HVSHFLDOO\LQFRPELQDWLRQZLWKWKHLQFUHDVHG
OHYHUDJH RI ILUPV WKH IRRG LQGXVWU\ LQ SDUWLFXODU LQ VHWWLQJ VWDQGDUGV DQG WKH
GDQJHUV RI ,6'6 LQ KHOSLQJ IXUWKHU LQFUHDVH WKLV OHYHUDJH WKURXJK OHJDO DFWLRQ
(YHQWXDOO\ WKLV EXQGOH RI WKUHDWV OHG )RRGZDWFK WR VSHDN RXW DQG WKH\ IRUPDOO\
VWDUWHGZRUNLQJRQ77,3LQZKHQWKH\MRLQHGWKH(XURSHDQFLWL]HQ·VLQLWLDWLYH
$FFRUGLQJ WR )RRGZDWFK LWVHOI WKHLU PRQLWRULQJ KDG DOVR EHHQ ERRVWHG E\ WKHLU
*HUPDQRIILFH/HGE\WKHIRXQGHURI)RRGZDWFK7KLOR%RGHWKHLU*HUPDQSDUWQHU
RIILFHKDG EHHQ DFWLYHO\PRQLWRULQJ WKH ULVHRI WKH WUDGH GHDOV %RGHZURWH D ERRN
DERXW WKH )7$V LQ  DQG EHFDPH D SURPLQHQW ILJXUH LQ WKH *HUPDQ DQWL77,3
FDPSDLJQ
$OWKRXJK)RRGZDWFKKDGEHHQDZDUHRI&(7$·VLPSRUWDQFHDURXQGWKHVDPHWLPH




LVELJJHUDQGZDVSHUFHLYHGPRUHDVD WKUHDW WKDQ&DQDGD VR WKH\ IRFXVHGRQ WKH




KRSHG WKDW LW ZRXOG DOVR DOORZ WKHP WR EULQJ &(7$ LQWR WKH OLPHOLJKW DV ZHOO
+RZHYHULWZDVQ·WXQWLO&(7$KDGWREHVLJQHGE\WKH&RXQFLOODWHZKHQWKH
7ZHHGH.DPHUKDG WRJLYH LWV FRQVHQW WR WKHJRYHUQPHQW·VVLJQDWXUH WKDW LW UHDOO\
HQWHUHGWKHVSRWOLJKW,QWHUYLHZ)RRGZDWFK
0LOLHXGHIHQVLH VWDUWHG SD\LQJ DWWHQWLRQ DURXQG WKH VDPH WLPH 7KH\ WRR EHFDPH
DZDUH RI WKH FRQWHQWVRI WKH )7$V DQG WKHLU SRWHQWLDO UDPLILFDWLRQV WKURXJK WKHLU
(XURSHDQQHWZRUNHVSHFLDOO\)ULHQGVRI WKH(DUWK(XURSH*UDGXDOO\ WKHLU LQWHUHVW





FDPSDLJQ WKDW WKH\PLJKW EH DEOH WR PRELOL]H WKH SXEOLF RQ WKLV LVVXH $OWKRXJK
WKHUHZDV LQLWLDOO\ LQWHUQDO VNHSWLFLVPDERXW WKH FDPSDLJQLQJYDOXH RI 77,3 VRPH
EHOLHYHGWKHLVVXHZDVIDUWRRWHFKQLFDOWKH\LQWHQVLILHGWKHLUZRUNZKHQWKHSXEOLF
SURYHG UHVSRQVLYH&(7$HYHQWXDOO\ JRW FDXJKW XS LQ WKLV FDPSDLJQDVZHOO WKH\
EHOLHYHGWKDW&(7$·VUDWLILFDWLRQPD\LQFUHDVHWKHFKDQFHRI77,3VXUYLYLQJZKLOHLQ
DQ\FDVH WKH ,6'6FODXVHVRSHQHGXSDEDFNGRRU WR OLWLJDWLRQ IURP$PHULFDQ ILUPV
ZLWK&DQDGLDQ DIILOLDWHV 6R LWZDV UHDOO\ WKHLUZRUN RQ 77,3 WKDWPDGH WKHP SD\
DWWHQWLRQ WR WKHGHDOZLWK&DQDGD$W ILUVW WKHLUDFWLRQVZHUHYHU\ VPDOO ODWHU WKH\
JUDGXDOO\ H[SDQGHG XQWLO WKH\ JDYH WKH WUDGH GHDOV WKHLU RZQ FDPSDLJQLQJ WHDP
GHGLFDWHGODUJHO\¶·WR77,3DQG&(7$,QWHUYLHZ0LOLHXGHIHQVLH
7KHODVWJURXSWKDWJRWLQYROYHGLQFOXGHGVRPHIDUODUJHURUJDQL]DWLRQV
$OWKRXJK VRPHZRUNKDGDOUHDG\EHHQGRQHRQ WKHGHDOVE\ WKHLU(XURSHDQ WUDGH




LQ WKH WRSLFDQG LQFUHDVLQJO\ VWDUWHGSXVKLQJ WKHERDUG WRSD\PRUHDWWHQWLRQDQG
¶ZRUNZLWK· WKH GHDOV (YHQWXDOO\ WKHLU HIIRUWV SDLG RII DQG )19JRW LQFUHDVLQJO\
LQYROYHG IURPRQ$QRWKHUHOHPHQWZDV WKDWDV77,3EHFDPHPRUHDQGPRUH










 EHIRUH WKH\EHFDPHPRUH DFWLYH RQ7,6$DQG&(7$ DJDLQ EHFDXVH WKH ODWWHU
VXGGHQO\EHFDPHPXFKPRUHRIDKRWWRSLF2QHRIWKHPDMRUVXEVWDQWLYHUHDVRQVIRU
ZK\ WKH)19 WRRND FULWLFDOSRVLWLRQRQWKH)7$VDSDUW IURPWKHVKHHU ¶HFRQRPLF·
VL]H RI WKH GHDOV ZKLFK OHG WR JUHDWHUZRUULHV RYHU MRE ORVVHVZDV WKH LQYHVWPHQW
FKDSWHU,QFRQWUDVWWRSDVWGLVFXVVLRQVDERXWWKHIDLUQHVVRIFHUWDLQ%,7V·SURYLVLRQV
ZKLFKZHUH DOZD\V DERXW HIIHFWV RQ ODERU LQ WKLUG FRXQWULHV WKH ,6'6,&6 FODXVHV
ZHUHQRZVHHQDVSRVLQJDIDUPRUHGLUHFWWKUHDWWRWKHXQLRQ·VRZQLQWHUHVWV7KLV





&KLQD·VELG IRU0DUNHW(FRQRP\6WDWXVDQG WKHDQWLGXPSLQJPHDVXUHV LQ WKHVWHHOVHFWRU $WWKHFRQIHGHUDWH
¶)19· OHYHO KRZHYHUPRVW HQHUJ\ KDV EHHQ VSHQW RQ WKH ELODWHUDO )7$V PRVWO\ 77,3 DQG LQ  HVSHFLDOO\

















FOLPDWH FKDQJH« VR LW ZDV GLIILFXOW WR VHH KRZ WKH )7$V ILWWHG LQWR WKHLU
FDPSDLJQLQJVWUXFWXUH*UHHQSHDFH1/SXVKHGKDUGLQ*UHHQSHDFH,QWHUQDWLRQDOWR
SLFN WKLV XS DQG HYHQWXDOO\ D (XURSHDQ FDPSDLJQ ZDV VHW XS FRRUGLQDWHG E\
*UHHQSHDFH1/7KH\VWDUWHGFRRSHUDWLQJZLWK WKHRWKHU&62V LQDQGWKHLU
LQYROYHPHQW ZDV IXUWKHU GHHSHQHG ZKHQ WKH\ ZHUH VHQW XQGLVFORVHG GRFXPHQWV






2I FRXUVH WKHUHZHUH DOVR&62RUJDQL]DWLRQVZLWK D VWDNH LQ WUDGH SROLF\ WKDWZH
PLJKW KDYH H[SHFWHG WR MRLQ WKH FDPSDLJQ DQG WKDW ZH FDQ DW OHDVW DVVXPHZHUH
DZDUH RI WKH QHJRWLDWLRQV EXW WKDW UHPDLQHG RQ WKH VLGHOLQH 2QH RI WKH PRVW
SURPLQHQW H[DPSOHV LV2[IDPZKLFKZDV QRW LQYROYHG LQ DQ\ RI WKH&(7$77,3
ZRUN,QWHUYLHZ$%&
,QVXPPDU\
:H FDQ GLVWLQJXLVK EHWZHHQ D VPDOO EDQG RI WUDGH DQG GHYHORSPHQW RULHQWHG
RUJDQL]DWLRQVWKDWKDGEXLOWXSDORWRIH[SHUWLVHLQWUDGHUHODWHGGRVVLHUVDQGZKLFK
ZHUH DZDUH RI &(7$ DW D TXLWH HDUO\ VWDJH DQG WKH &62V WKDW RQO\ JRW LQYROYHG
ZKHQ77,3ZDVPDNLQJKHDGOLQHVLQ
7KHLU LQYROYHPHQWZDV LQ SDUW SXVKHG E\ WKH VXEVWDQFH RI WKH GHDO DOWKRXJK LW·V
FOHDUWKDWPRVWRIWKHPRQO\EHFDPHDZDUHRIWKHWUHDW\·VFRQWHQWVDIWHUWKH\KDGILUVW
VFUXWLQL]HG77,32WKHUV VXFKDV71,KDG EHHQDZDUHRI&(7$EXWGLGQRW WKLQN
WKDW WKH LVVXHZDV ¶FDPSDLJQDEOH· D VHQWLPHQW DOVR VKDUHG E\ RWKHU RUJDQL]DWLRQV

 7KH ILUVWPHVVDJHV RQ)19·VZHEVLWHDERXW&(7$DSSHDUHG LQ'HFHPEHUEXW WKHVHZHUH VWLOOPRVWO\
DERXW77,36HHKWWSZZZ)19QO
7RJHWKHUZLWK*HUPDQ\$XVWULD%HOJLXPDQG6SDLQ ,QWKHEHJLQQLQJ ,WDO\DQG*UHHFHZHUHDOVRSXVKLQJ
WKLV VXEMHFWZLWK WKH ODWWHU WDNLQJ WKHFRRUGLQDWLQJ OHDGEXW WKHHFRQRPLFFULVLVPDGHWKLV WRREXUGHQVRPHIRU
WKHP,QWHUYLHZ*UHHQSHDFH1/





LVVXH·VVDOLHQF\OHGWRQHZRUJDQL]DWLRQV WDNLQJLQWHUHVW LQWKH LVVXHDQGHYHQWXDOO\
FRQWULEXWLQJ WR WKH FDPSDLJQ 7KLV ZDV FRQILUPHG E\ WKH FRRUGLQDWRU RI WKH &62




WKHUH ZHUH VRPH YHU\ WR[LF HOHPHQWV LQ &(7$  WKHLU VWUDWHJ\ EHFDPH WR SXVK
DZDUHQHVVE\FRQWLQXRXVO\OLQNLQJLWZLWK77,3¶LIZHFDQDOUHDG\PDNHWKHVHNLQGV
RIGHDOVZLWK&DQDGDFDQ\RXLPDJLQHZKDWWKHDJUHHPHQWZLWKWKH8QLWHG6WDWHVLV
JRLQJ WR ORRN OLNH· %XW WKHUH ZHUH DOVR GLUHFW VXEVWDQWLYH OLQNV EHFDXVH 86
PXOWLQDWLRQDOVZRXOGJHWDFFHVVWR,6'6WKURXJKWKHLU&DQDGLDQDIILOLDWHV6RDWILUVW
WKH QDUUDWLYH ZDV &(7$ LV 77,3 ZLWK &DQDGD DQG &(7$ LV 77,3 WKURXJK WKH
EDFNGRRU7KLV IRVWHUHG LQWHUHVW LQ WKHGHDODQGHYHQWXDOO\ WKH\VWDUWHGVHHLQJDQG
GHDOLQJZLWK&(7$DVDQLQGHSHQGHQWGRVVLHU,QWHUYLHZ&62&RRUGLQDWRU
,W·V FOHDU WKDW WKH GHFLVLRQ WR FDPSDLJQ RQ 77,3 ZDV LWVHOI DOVR WKH UHVXOW RI DQ
DVVHVVPHQWQRWRQO\RILWVVXEVWDQFHEXWDOVRRIWKHH[WHQWWRZKLFKWKH&62VFRXOG
ODXQFKDVXFFHVVIXOSXEOLFFDPSDLJQDERXWWKLVLVVXH$UJXDEO\WKH\ZRXOGQRWKDYH
VSUHDG WKHLU FDPSDLJQ WR &(7$ DQG ZRXOG KDYH EHHQ XQDEOH WR GUDZ LQ
RUJDQL]DWLRQVVXFKDV)19LIWKHVHHIIRUWVDWPRELOL]LQJWKHLUPHPEHUVKLS·VDQGWKH
SXEOLF·V LQWHUHVW LQ WKH(886QHJRWLDWLRQVKDGIDLOHG7KHERRVW LQPHGLDDWWHQWLRQ
JLYHQ E\ /XEDFK·V VKRZ LQ  DV ZHOO DV WKH SUHVV· FRYHUDJH RI WKH DQWL77,3




DQG WKHLU DQDO\VHVRIVRPHPRUH WHFKQLFDODVSHFWVRI WKHGHDOVZHUH LQIOXHQFHGE\
LQSXW DQG VRPHWLPHV FRRUGLQDWLRQ E\ WKHLU (XURSHDQ QHWZRUNV 71,·V HDUO\
HQJDJHPHQWZDVVWLPXODWHGE\LWVSDUWLFLSDWLRQLQWKH6%QHWZRUN)RRGZDWFKNHSW







IROORZ&(7$ WKURXJKRXW WKHQHJRWLDWLRQV2QO\71,DQG6202 WRRN LQSRVLWLRQV
UHODWHG WR WKH GHDO QDPHO\ RQ WKH LQYHVWPHQW FKDSWHU 7KH\ FRDXWKRUHG FULWLFDO
UHSRUWV SXEOLVKHG LQ  DQG  )RU H[DPSOH D  UHSRUW FRDXWKRUHGZLWK
&RUSRUDWH (XURSH 2EVHUYDWRU\ &(2 6% DQG D QXPEHU RI RWKHU RUJDQL]DWLRQV
GHPDQGHG WKH IROORZLQJ ¶7KH LQFRUSRUDWLRQ RI LQYHVWRU REOLJDWLRQV LQWR LQYHVWPHQW

9LDGDLO\HPDLOVDQGZHHNO\6N\SHFDOOVDORQJZLWKRFFDVLRQDOPHHWLQJVWRFRRUGLQDWHRUVKDUHLQIR






LQYHVWRU WRVWDWH GLVSXWH VHWWOHPHQW PHFKDQLVPV DQ H[SOLFLW UHFRJQLWLRQ RI WKH ULJKW RI
JRYHUQPHQWV  WR UHJXODWH DQG WR IRUPXODWH SROLFLHV RI JHQHUDO LQWHUHVW·+RZHYHU WKHVH
UHSRUWVVHHDOVR(EHUKDUGW	2OLYHWIRFXVHGPRVWO\RQ(8LQYHVWPHQWWUHDWLHV






WRSLFV , ZLOO QRW GLVFXVV DOO WKH YDULRXV VSHFLILF SRVLWLRQV WDNHQ E\ GLIIHUHQW
RUJDQL]DWLRQV EXW ZLOO UDWKHU ODUJHO\ GLVFXVV WKHP DV D JURXS , EHOLHYH WKLV LV
MXVWLILHGEHFDXVHWKH\ZHUHPRVWO\KRPRJHQRXV,W·VQRWDOZD\VZKROO\FOHDUZKLFK
SRVLWLRQV DUH WDUJHWLQJ RQO\ 77,3 RQO\ &(7$ RU ERWK EXW WKH ODWWHU VHHPVPRVW
FRPPRQDQGZDVFHUWDLQO\WKHFDVHLQWKHLUSXEOLFSRVLWLRQLQJ
7KURXJKRXW WKH \HDUV RI FDPSDLJQLQJ PRVW RI WKH &62V VKDUHG WKH IROORZLQJ
GHPDQGVFULWLTXHV
7UDQVSDUHQF\DQGGHPRFUDF\0DQ\FULWLTXHVIRFXVHGRQWKH¶VHFUHF\·VXUURXQGLQJ
WKH QHJRWLDWLRQV DQGGLVVDWLVIDFWLRQZLWK WKH FKDQJHVPDGH E\ WKH&RPPLVVLRQ LQ
UHVSRQVHWRWKLVFULWLTXH)197KH\IHDUHGWKDW&(7$·V-RLQW&RPPLWWHHZRXOG
EH DEOH WR DOWHU DVSHFWV RI WKH DFFRUG ZLWKRXW SDUOLDPHQWDU\ DSSURYDO WKHUHE\
XQGHUPLQLQJWKHSRZHURIWKHSDUOLDPHQWV0RUHRYHUWKHSURYLVLRQVRQLQYHVWPHQW
SURWHFWLRQZRXOGKROORZRXWQDWLRQDOODZWKUHDWHQLQJ¶UHJXODWRU\FKLOO·







SRVLWLRQ WKDW ,6'6 LQ &(7$ KDG WDNHQ DFFRXQW RI WKHVHZRUULHV EHFDXVHPHDVXUHV
WDNHQ LQ WKH JHQHUDO LQWHUHVW ZHUH H[FHSWHG IURP WKH FODXVHV RQ
FRPSHQVDWLRQH[SURSULDWLRQ ² WKH\ DUJXHG WKDW WKHVH DVVXUDQFHV UHPDLQHG
LQFRPSOHWHDQGYXOQHUDEOH0RUHJHQHUDOO\,6'6ZDVVHHQDVXQQHFHVVDU\EHWZHHQ
VWDWHVZLWKDZHOOIXQFWLRQLQJUXOHRIODZ,6'6DQG,&6LQ&(7$ZHUHDOVRVHHQDV
DQ LPSRUWDQWGDQJHURXVSUHFHGHQW IRU ,6'6 LQ77,3&(7$ZDVPRUHRYHU VHHQDV
¶77,3WKURXJKWKHEDFNGRRU·WKHWUHDW\ZLWK&DQDGDZRXOGIXQFWLRQDVODXQFKLQJSDG
IRU ,6'6 FDVHV DJDLQVW WKH (8 E\ 86 ILUPV EDVHG LQ &DQDGD  )RRGZDWFK 
0LOLHXGHIHQVLH71,	6202
2Q ,&6 $OWKRXJK WKH\ VRPHWLPHV ZHOFRPHG VRPH RI WKH UHIRUPV WR WKH ,6'6
V\VWHPPRVW RI WKH&62V UHPDLQHGYHU\ FULWLFDO 7KH)19 IRU H[DPSOH LQ D 
OHWWHUWRWKHSDUOLDPHQWVLGHGDJDLQVW ¶DOWHUQDWLYHVWR,6'6· LQ&(7$DVZHOODV77,3






WKDW ,&6 GLG QRW WDNH DZD\ WKH GDQJHU RI WKH V\VWHP EHLQJ DEXVHG E\ ILUPV ²
WKUHDWHQLQJ WKH ULJKW WR UHJXODWH GHPRFUDF\ DQG D ZLGH YDULHW\ RI UXOHV DQG
VWDQGDUGVHQYLURQPHQWDOODERU«0LOLHXGHIHQVLH
3XEOLFVHFWRU7KH&62VGHPDQGHGWKDWSXEOLFVHUYLFHVEHNHSWRXWRIWKH)7$V7KH
¶QHJDWLYH OLVW· DSSURDFK ZDV FULWLFL]HG LW ZDV VHHQ DV RSHQLQJ WKH GRRU IRU
FRPSHWLWLRQ IURP ¶DQG YLD·&DQDGD VLQFH WKH1HWKHUODQGV KDG DOUHDG\SULYDWL]HG
PDQ\FKXQNVRISXEOLFVHUYLFHV$OJHPHQH2QGHUZLMVERQG)19
5DFHWRWKHERWWRP,QFRPELQDWLRQZLWKUHJXODWRU\FRRSHUDWLRQDQG,6'6,&6WKH\
IHDUHG WKDW &(7$ ZRXOG OHDG WR D GRZQJUDGLQJ RI QRUPV IRU IRRG VDIHW\ ODERU
KHDOWK WKH HQYLURQPHQW DQG DQLPDOZHOIDUH&(7$GLGQRW DGHTXDWHO\SURWHFW WKH
(XURSHDQSUHFDXWLRQDU\SULQFLSOHE\QRW LQFOXGLQJWKLVSULQFLSOH LQWKHDJUHHPHQW
&(7$PLJKWPDNH LW LPSRVVLEOH WR IRUELGFHUWDLQVXEVWDQFHVZLWKRXWWKHGDQJHURI
KLJKILQHVFODLPHGE\1RUWK$PHULFDQILUPV%\ZRUNLQJZLWK¶PXWXDOUHFRJQLWLRQ·
UXOHVDQGQRUPVZHUHPRUHJHQHUDOO\QRWEHLQJKDUPRQL]HGDWDQHZKLJKHUOHYHU
VR &(7$ ZRXOG QRW SURPRWH DQG ZRXOG HYHQ LPSHGH KLJKHU JOREDO QRUPV %\
IXUWKHUPRUH QRW PDNLQJ WKH VXVWDLQDELOLW\ FKDSWHUV HQIRUFHDEOH &(7$ ZDV
¶XQGHUPLQLQJDQDPELWLRXVVXVWDLQDEOHDJHQGD·)19)RRGZDWFK




WR UHJXODWRU\ FKLOO LQGRPDLQV OLNH HQYLURQPHQWDORU ODERU ODZ IRRG VDIHW\ DQLPDO
ZHOIDUHDQGFRQVXPHUSURWHFWLRQV3URYLVLRQDODSSOLFDWLRQZRXOGPRUHRYHUEHKDUG
WR WXUQEDFN VKRXOG&(7$QRW VXUYLYHQDWLRQDO UDWLILFDWLRQ VRPHWKLQJZLWKZKLFK
WKHUHLVDVRI\HWQRH[SHULHQFH7KH\DUJXHGWKDWLWZDVQHFHVVDU\IRU&(7$WRILUVW
XQGHUJR SDUOLDPHQWDU\ UDWLILFDWLRQ DIWHU JLYLQJ SDUOLDPHQWV GXH WLPH WR VWXG\ WKH
WH[WV7KH\SOHDGHGVSHFLILFDOO\DJDLQVWSURYLVLRQDOO\DSSO\LQJWKHSURYLVLRQVRQ,&6
RQUHJXODWRU\FRRSHUDWLRQWKHHQWLUHLQYHVWPHQWFKDSWHUWKHFKDSWHURQHQHUJ\DQG
GRPHVWLF UHJXODWLRQV %XW PRUH JHQHUDOO\ WKH\ EHOLHYHG WKH GHDO ZDV  WRR
FRQWURYHUVLDOIRULWWREHDSSOLHGSURYLVLRQDOO\DWDOO)19HWDO0LOLHXGHIHQVLH
D
,QWHUSUHWDWLYH GHFODUDWLRQ ,Q D OHWWHU VHQW WR WKH SDUOLDPHQW LQ 2FWREHU  WKH
&62V VLJQHG E\ )19 *UHHQSHDFH GH &RQVXPHQWHQERQG 0LOLHXGHIHQVLH
)RRGZDWFK 71, 6202 9&3 &19 VHW RXW WKHLU SRVLWLRQ RQ WKH LQWHUSUHWDWLYH
GHFODUDWLRQ DSDUW IURP WKHLU GRXEWV DERXW WKH OHJDO SRZHU RI WKH GRFXPHQW WKH\
ZHUH FULWLFDO EHFDXVH WKH GHFODUDWLRQ ¶RQO\ FODULILHG WKH H[LVWLQJ WH[W EXW GRHV QRW
VWUXFWXUDOO\ DOWHU >&(7$@ DQG WKHUHIRUHGRHVQRWDGGUHVV RXU IXQGDPHQWDO REMHFWLRQV >«@·
77,3$ODUP&RDOLWLH
6RPHWKLQJWKHRSSRQHQWVRI&(7$DWOHDVWRQWKH&62VLGHVSRNHOHVVDERXWZHUH







WUDGH HJ )19  ,Q JHQHUDO WKH HFRQRPLF VLGHRI&(7$ VHHPV WRKDYH EHHQ
FRQVLGHUHGRIOHVVHULPSRUWDQFHXVXDOO\WKHSRWHQWLDOHIIHFWVZHUHGRZQSOD\HGEXW









SHUIRUPHG E\ 71, LQ ZKLFKPHWZLWK SROLF\PDNHUV DQGSXEOLVKHG DQ HDUO\
UHSRUWRQ IUDFNLQJ LQ&(7$+RZHYHU WKHEXONRIDFWLYLW\ LQ WKH1HWKHUODQGVRQO\
JRWVWDUWHGDIWHUWKHFUHDWLRQLQRIWKH'XWFK77,3$ODUPDOOLDQFHZKLFKZDV
LQLWLDOO\ FRPSRVHG RI0LOLHXGHIHQVLH )RRGZDWFK 71, DQG 6202$OWKRXJK TXLWH
KHWHURJHQHRXV QRW OHDVW LQ WHUPV RI VL]H WKLV LQLWLDOO\ ORRVHO\ VWUXFWXUHG JURXS
ZKLFK PHW RQO\ RFFDVLRQDOO\ HYHQWXDOO\ DURXQG  EHFDPH D PRUH FORVHO\
FRRUGLQDWHG FOXE ZLWK LWV RZQ RQHPDQ VHFUHWDULDW ,QWHUYLHZ  )RRGZDWFK 
$FFRUGLQJ WR WKH1*2V WKH LQLWLDOKHWHURJHQHLW\RI WKH FRDOLWLRQPDGH LWVPHVVDJH
PRUH SRZHUIXO YLVjYLV SROLF\PDNHUV DQG WKH SXEOLF EXW DOVRPDGH LW HDVLHU IRU
RWKHUPRUHPRGHUDWH SOD\HUV WR MRLQ RU VXSSRUW WKH FDPSDLJQ VLQFH LWPHDQW WKDW










1*2V VXFK D ¶KDUG· SRVLWLRQPDGH D ORWPRUH VHQVH WKH\ QHHGHG D FOHDUPHVVDJH
EHFDXVH WKH\ KDG WR VWDUW PRELOL]LQJ IRU WKHLU FDPSDLJQV KDG WR VWDUW FROOHFWLQJ
VLJQDWXUHVIRUDUHIHUHQGXPHWF7KHVHGLIIHULQJDSSURDFKHVVRPHWLPHVPDGHLWKDUG
WR UHVSRQG TXLFNO\ DQG LQ XQLVRQZKLOH DOVRPDNLQJ DJUHHPHQWV DERXW SRVLWLRQV
FDPSDLJQLQJPHWKRGVRUWKHZRUGLQJRIWH[WVDQGVORJDQVPRUHDUGXRXV$OOLQDOO
KRZHYHUWKHVHGLIIHUHQFHVZHUHVHHQE\WKH1*2VDVZHOODVWKHXQLRQDVPRVWO\
¶VWUDWHJLF· LQ QDWXUH DQG DIWHU VRPH WLPH WKH\ ZRUNHG RXW D VDWLVIDFWRU\ PRGH RI
FRRSHUDWLRQDFFRUGLQJWR)19FRRSHUDWLRQKDGEHHQ¶YHU\JRRG·VLQFHWKHVXPPHU
RIZKHQ WKH\ VWDUWHGSUHSDULQJ WKHSURWHVWRI2FWREHUQG ,QWHUYLHZ )19
 ,QWHUYLHZ  )RRGZDWFK  ,QWHUYLHZ  0LOLHXGHIHQVLH   6LPLODU
EDODQFLQJ DFWV ZHUH SHUIRUPHG ZLWK WKH &RQVXPHQWHQERQG ZKLFK ZDV DFWLYHO\





ZKLFK JHQHUDOO\ VLGHG ZLWK WKH VWUDWHJ\ RI WKH FRDOLWLRQ EXW PHDQZKLOH UHWDLQHG
PXFKVSDFHIRULWVRZQDFWLRQVDQGPDQHXYHUV2QHRIWKHPDMRUFRQWULEXWLRQVWKDW
WKH\ HQJLQHHUHG E\ WKHPVHOYHVZDV WKH ¶77,3OHDN· RI0D\  ,QWHUYLHZ  &62
&RRUGLQDWRU
$V LV GLVFXVVHG LQ PRUH GHWDLO LQ WKH QH[W VHFWLRQ WKHVH &62V FRRSHUDWHG LQ D
FDPSDLJQ WKDW ZDVZDJHGZLWK DZLGH DUVHQDO RI ¶RXWVLGH· WDFWLFV LQFOXGLQJ SUHVV
FRPPHQWDULHVWZLWWHUVWRUPVSHWLWLRQVDQGSURWHVWVEXWDOVRDVXEVWDQWLDODPRXQWRI
GLUHFWGLVFXVVLRQVZLWKWKHPLQLVWULHV
1RW DOO RI WKHVH RUJDQL]DWLRQV SDUWLFLSDWHG LQ WKH VDPH NLQGV RI DFWLRQV KRZHYHU
DORQJ WKHZD\WKHDOOLDQFHGHYHORSHGDQ LPSOLFLWGLYLVLRQRI ODERU)RRGZDWFKZDV




WKDW NLQG RI OREE\LQJ ,QWHUYLHZ  )RRGZDWFK  0LOLHXGHIHQVLH IRFXVHG
SULPDULO\ RQ EXLOGLQJ XS SXEOLF PRELOL]DWLRQ WKURXJK FDPSDLJQLQJ 7KLV VWDUWHG
ZLWKFDOOVIRUSHWLWLRQVVPDOOSXEOLFDFWLRQVGLVVHPLQDWLQJLQIRUPDWLRQHWF7KLVZDV
SDUWRIDZLGHUDWWHPSW WREXLOGDQRQOLQHQHWZRUNDURXQGWKH LVVXHDFRPPXQLW\
WKDW ODWHU IRUPHG WKH EDVLV IRU VRPH RI WKH GHPRQVWUDWLRQV WKH\ RUJDQL]HG ZLWK
VPDOOHU1*2V7KHLU¶DQDO\WLFDO·ZRUNZDVPRUHOLPLWHGWKH\GLGQRWSOD\DOHDGLQJ
UROH LQ UHVHDUFKLQJ WKH WUHDWLHV DQG WKHLU WHFKQLFDO DVSHFWV WKH\ WUXVWHG 71, DQG
6202 WR GR WKLV NLQG RI ZRUN 7KH\ GLG KRZHYHU ZULWH DUWLFOHV WKDW KHOSHG
GLVVHPLQDWH WKRVHPRUHWHFKQLFDODQDO\VHVRI WKH WUHDWLHVWRWKHZLGHUSXEOLF71,·V
UROHZDVPRUH¶DQDO\WLFDODQGVXSSRUWLYH·OHVVOREE\RULHQWHGLQSDUWWKLVLVEHFDXVH
WKH\·UH QRW UHDOO\ D'XWFK RUJDQL]DWLRQ DQG WKH\GRQ·W KDYH DQ\'XWFKPHPEHUV
+RZHYHU WKH\ GLG IDFLOLWDWH WKHLU DOOLHV· OREE\LQJ HIIRUWV WKH\ WUDFNHG WKH
SDUOLDPHQWDU\DJHQGDDOHUWHGWKHJURXSZKHQWKHWLPHZDVULJKWWRVHQGRXWOHWWHUV







2YHU WKH FRXUVH RI WKH FDPSDLJQ PDQ\ RI WKHVH RUJDQL]DWLRQV LQFUHDVHG WKH
UHVRXUFHVVSHQWRQWUDGHDOWKRXJKWKH\RIWHQUHPDLQHGPRGHVWHYHQZKHQFRPSDUHG
WR WKHLU RWKHU GRPDLQV ,QLWLDOO\ RQH RI WKH WKHQ IRXU FDPSDLJQHUV RI )RRGZDWFK
KDGWRGLYLGHKLVWLPHEHWZHHQWUDGHDQGYDULRXVRWKHUFDPSDLJQVLQWKH\KDG










OHJDODQGHFRQRPLFDGYLVRUV WKDWDOVRKDGPDQ\RWKHU WDVNV6WLOO DOWKRXJKPDQ\
SHRSOH ZRUNHG RQ WUDGH RFFDVLRQDOO\ DQG DOWKRXJK WKH LQWHUHVW LQ WUDGH DQG
LQYHVWPHQW SROLWLFV KDG FHUWDLQO\ JURZQ VLQFH  UHVRXUFHV VSHQW RQ WKLV LVVXH
UHPDLQHGPRGHVW,QWHUYLHZ)19
7KH &62 PRYHPHQW DJDLQVW 77,3&(7$ ZDV PRVWO\ OHG E\ OHIW DQG FHQWHUOHIW




E\ WKH 77,3&(7$ FDPSDLJQ HVSHFLDOO\ LQ UHJDUG WR WDNLQJ EDFNVDIHJXDUGLQJ
GHPRFUDWLF FRQWURO DQG VRYHUHLJQW\ +RZHYHU QRQH RI WKH ULJKWZLQJ JURXSV




UHDO FDPSDLJQLQJ DQG WKXV WKLV UHPDLQHG ILUPO\ LQ WKH KDQGV RI WKH SURJUHVVLYH
JURXSV ,QWHUYLHZ  )RRGZDWFK  ,QWHUYLHZ 0LOLHXGHIHQVLH  7KHUHZDV
RQH PDMRU H[FHSWLRQ WR WKLV SLFWXUH DSDUW IURP WKH VWRS77,3 DOOLDQFH DQRWKHU
FRDOLWLRQ ZKLFK DUJXDEO\ EOXUUHG WKH OLQH EHWZHHQ ¶&62· DQG ¶EXVLQHVV· OREE\LQJ
ZDVIRUJHGE\0LOLHXGHIHQVLHWKHDJULFXOWXUDOZLQJRIWKH)19¶$JUDULVFK*URHQ·
DQGFHUWDLQ IDUPHUV·RUJDQL]DWLRQV² RIZKLFKPDQ\KDYH WUDGLWLRQDOO\EHHQRQ WKH
SROLWLFDOULJKW0LOLHXGHIHQVLHDFNQRZOHGJHGWKLV¶77,3HQ/DQGERXZFRDOLWLH·ZDVQRW
YHU\LGHRORJLFDOO\KRPRJHQHRXVVLQFHWKHIDUPHUV·JURXSVZHUHSULPDULO\GULYHQE\
WKHLU HFRQRPLF LQWHUHVWV ² QRW E\ HQYLURQPHQWDO RU EURDGHU VRFLHWDO FRQFHUQV 7KLV
ZDVWUXHDIRUWLRULIRUWKHSRXOWU\DQGSLJIDUPHUVEXWOHVVVRIRUWKHDUDEOHIDUPHUV
DQGGDLU\ IDUPHUVZKRZHUHPRUH LQFOLQHG WR FDUHDERXWQRW MXVW D ¶IDLUSULFH·EXW
DOVR DERXW SURGXFLQJ LQ D PRUH HFRORJLFDOO\ VXVWDLQDEOH ZD\ ,QWHUYLHZ 
0LOLHXGHIHQVLH  7KLVGLYHUVHJURXSZDVQRQHWKHOHVV DEOH WR SXEOLVK LQ$SULO
 DIWHU D ¶VRPHZKDW DUGXRXV EXW FRQVWUXFWLYH· VHULHV RI GLVFXVVLRQV D MRLQW
PDQLIHVWR SURWHVWLQJ YDULRXV DVSHFWV RI &(7$ DQG SDUWLFXODUO\ 77,3 LELG
7RJHWKHU WKHVH DOOLHV RI WKH 77,3$ODUP DOOLDQFH EROVWHUHG WKH LPDJH RI WKH DQWL




7KH &62V JHDUHG XS WR ZDJH D FRRUGLQDWHG FDPSDLJQ ZLWK D ZLGH YDULHW\ RI
RUJDQL]DWLRQVVRPHRIZKLFKZHUHODUJHLQVWLWXWLRQDOL]HGSOD\HUVZLWKWKRXVDQGVRI
PHPEHUV RWKHUVPRUH EHQW RQGHYHORSLQJZHOOUHVHDUFKHG FULWLTXHVZLWKRXWPXFK
SRZHULQQXPEHUV7KLVWRRNRIILQEXWSHDNHGLQ,QWKHIROORZLQJVHFWLRQ









LVUDWKHU OLPLWHG WKHUH LVRQO\RQHH[HFXWLYHDQGRQHJRYHUQPHQWFRDOLWLRQVWDIIHG
E\PLQLVWHUVZLWKRXWPLQLVWHULDO FDELQHWV7KHDPRXQWRIRSHQQHVVGHSHQGVRQ WKH
NLQGVRIDFWRUVKRZHYHUWKHWUDGHXQLRQVLQSDUWLFXODUFDQVWLOOGHSHQGRQWKHROG
QHRFRUSRUDWLVW QHWZRUNV DQG LQVWLWXWLRQV WR SURYLGH WKHP ZLWK FORVH OLQNV WR WKH
PLQLVWULHV 7KLV PHDQV WKDW XQWLO  ZKHQ WKH XQLRQV JRW LQYROYHG WKH GLUHFW
LQVLGH DFFHVV WR WKH H[HFXWLYH ZDV GHSHQGHQW RQ WKH JRRGZLOO RI WKH PLQLVWHU LQ
FKDUJH$OWKRXJK WKLVPD\KDYH LPSURYHGXQGHU3ORXPHQ WKHUH LV OLWWOH UHDVRQ WR
VXVSHFWWKDWKHUOLEHUDOSUHGHFHVVRUVZHUHSDUWLFXODUO\NHHQRQPHHWLQJRUJDQL]DWLRQV
VXFKDV6202DQG71,RQDUHJXODUEDVLV2QWKHRXWVLGHDV,DUJXHGLQWKHSULRU
DQG LQ WKH LQWURGXFWRU\ FKDSWHU WKH SXEOLF WKH SDUOLDPHQW DQG WKH SUHVV KDG QRW
EHHQ¶PRELOL]HG·RQWUDGHLVVXHVYHU\RIWHQDQGZHUHXQOLNHO\WREHYHU\UHFHSWLYHWR
WUDGHVNHSWLFDOYRLFHV7KHUHLVOLWWOHUHDVRQZK\WKLVVKRXOGKDYHEHHQDQ\HDVLHUIRU
&(7$ DW OHDVW QRW XQWLO WKH VWDUWXS RI WKH 77,3 QHJRWLDWLRQV LQ ZKHQ)7$V
VXGGHQO\ EHFDPH D KRW LVVXH RQ WKH LQWHUQDWLRQDO VFHQH (YHQ WKHQ KRZHYHU
VXFFHVVIXOO\ SROLWLFL]LQJ WKLV WUDGH DJUHHPHQW LQ WKH 'XWFK DUHQD ZRXOG KDYH
UHPDLQHGDYHU\GLIILFXOWWDVN
,QRWKHUZRUGVZKHQ MXGJHG IURPDGLVWDQFH WKH'XWFKFRQWH[WGLGQRW VHHP OLNH
IHUWLOH JURXQG IRU VWURQJ&62 DFFHVV$OWKRXJK LW·V XQOLNHO\ WKH&62VZRXOGKDYH







WKH 77,3 QHJRWLDWLRQV JRW VWDUWHG WKHLU DWWHPSWV WR JHW WKLV LWHP RQ MRXUQDOLVWV·
DJHQGDV ZHUH XQVXFFHVVIXO WKH\ ZHUH QHYHU YHU\ LQWHUHVWHG 7KH\ ZHUH XVXDOO\
ZDLWLQJIRUWKHGHDOWREHFRQFOXGHGEHIRUHVSHQGLQJDQ\WLPHRQLW(YHQWXDOO\WKLV
FKDQJHG DQG WKH &62V EHOLHYHG WKH\ KHOSHG EULQJ DERXW WKLV FKDQJH LQ YDULRXV
ZD\V
)LUVWRIDOOWKHSUHVVZDVSUHSDUHGWRSXEOLVKWKHRSLQLRQSLHFHVWKDW71,KDGVWDUWHG
SURGXFLQJ RQ WKH QHJRWLDWLRQV 7KHVH PD\ KDYH EHHQ SLFNHG XS E\ ¶=RQGDJ PHW
/XEDFK· WKHEURDGFDVWWKDWOHGWRDVSLNH LQSUHVVDQGSXEOLFDWWHQWLRQDIWHU0DUFK
 71, DOVRZRUNHG FORVHO\ZLWK DQ HSLVRGH RI ¶7HJHQOLFKW· EURDGFDVW E\ WKH
9352 LQ 2FWREHU  DERXW ,6'6 ZKLFK KHOSHG UDLVH DZDUHQHVV E\ D PRUH
¶REMHFWLYH·VRXUFH71,DOVRSXWGLUHFWHIIRUWLQUDLVLQJWKH)7$UHODWHGH[SHUWLVHRI







RWKHUV57/1HZV15&+DQGHOVEODG DQG+HW )LQDQFLHHOH'DJEODG LQZKLFK WKH\
KDG DQ DFDGHPLF H[SODLQ WKH V\VWHP DQG LWV SRWHQWLDO GDQJHUV 71, EHOLHYHG WKLV
ZRUNVKRS KDG EHHQ YHU\ KHOSIXO LQ IRVWHULQJ ERWK DWWHQWLRQ DQG WKH QHFHVVDU\
WHFKQLFDO H[SHUWLVH DPRQJ WKH SUHVV 0DQ\ RI WKHVH MRXUQDOLVWV ZRXOG FRQWLQXH WR
ZULWH SLHFHVDERXW77,3&(7$DQG ,6'6 DQG LQFUHDVLQJO\ RWKHU UHSRUWHUV EHFDPH
LQWHUHVWHG DV ZHOO ² HVSHFLDOO\ DV WKH SXEOLF·V DZDUHQHVV NHSW JURZLQJ )LQDOO\




VXEMHFW DQG EHFDXVH WKH\ ZHUH DW WKDW WLPH VWLOO VHHQ DV D UHVHDUFK RUJDQL]DWLRQ
LQVWHDGRIDFWLYLVWV2YHUWLPHKRZHYHU71,ZDVQRORQJHUDEOHWRJHWLWVRSLQLRQ
SLHFHVSXEOLVKHGVLQFHPRVWPHGLDIHOWOLNHWKLVPHVVDJHKDGJRWWHQHQRXJKFRYHUDJH
DQG WKHUH ZHUH PRUH SLHFHV IURP RWKHU MRXUQDOLVWV 6RPH RI WKHVH ZHUH PRUH
GLVWUXVWIXORIWKH1*2VDQGUHOLHGPRUHILUPO\RQVRXUFHVIURPWKHJRYHUQPHQWDQG
WKH &RPPLVVLRQ DQG DOVR VDZ 71, DV SDUW RI WKH DFWLYLVWV 5RXJKO\ WKH VDPH
QDUUDWLYH ZDV UHSHDWHG E\ WKH FRRUGLQDWRU RI WKH DQWL77,3&(7$ $OOLDQFH ZKR
VWDUWHG ZRUN LQ 6HSWHPEHU  ,Q JHQHUDO DFFHVV WR WKH SUHVV ZDV JRRG )RU
H[DPSOH D ORWRI WKHFRPPHQWDULHV WKH\ZURWHJRWSXEOLVKHG+RZHYHU IRU D ORQJ






FULVLV ZDV UHVROYHG 2Q WKH ZKROH WKH\ GLG JHW VXIILFLHQW VSDFH WR SUHVHQW
WKHPVHOYHVEXWDOZD\VZLWKLQWKH¶GRPLQDQWIUDPH·WKDWWKHVH)7$VZHUHQHFHVVDU\
DQG WKDW UHVLVWDQFH DJDLQVW WKHP ZDV PRVWO\ VLWXDWHG DPRQJ LGHDOLVWV WKDW GLGQ·W




NLQG RI RSSRVLWLRQ DQG LW WRRN WKHP ¶IDU WRR ORQJ· WR PXVWHU D VRUW RI FRXQWHU
FDPSDLJQ7KLVZDVWUXH IRUGRPHVWLFSOD\HUV OLNH9121&:RU/72EXWDOVR IRU
WKH(XURSHDQ&RPPLVVLRQWKH\KDGQRWH[SHFWHGWKHSURWHVWVDQGZHUHODWHWRFRPH
XSZLWKWKHLURZQVWUDWHJ\$VZHZLOOVHHWKLVDVVHVVPHQWLVHFKRHGE\RIILFLDODQG
EXVLQHVV VRXUFHV+RZHYHU 71, DOVR UHFNRQHG WKDW RQFH WKHSURSRQHQWV JRWXS WR
VSHHGWKH\ZHUHUHDVRQDEO\VXFFHVVIXODWUHFDSWXULQJ WKHGHEDWH IRUH[DPSOH WKH\
VXFFHVVIXOO\ SUHVHQWHG ,&6 DV D PHDQLQJIXO UHIRUP RI ,6'6 ZKLFK OHG PDQ\








WDFWLFV )RUH[DPSOH*UHHQSHDFHGLGQRWFRQVXOWZLWKWKHRWKHUPHPEHUVRI WKHFRDOLWLRQEHIRUH OHDNLQJ77,3




MRXUQDOLVWV WREHOLHYH WKDW WKH&62V· FRPSODLQWVKDGEHHQGHDOWZLWKPDNLQJ WKHP
PRUH XQZLOOLQJ WR SXEOLVK UHQHZHG FULWLFLVPV RI WKH V\VWHP ,QWHUYLHZ  71, 
 +HUH /XEDFK·V VKRZ DOVR KDG LWV GUDZEDFNV KH IRFXVHG VWURQJO\ RQ WKH
GDQJHU RI ¶FKORULQDWHG FKLFNHQV·ZKLFK WKHQEHFDPHD FHQWUDO IHDWXUHRI WKHSUHVV·
IUDPLQJRIWKHSURWHVWVEXWZKLFKZDVDQDUJXPHQWWKDWZDVQRWFHQWUDOIRUPDQ\RI
WKH&62VDQGZKLFKFRXOGPRUHRYHUEHXVHGDJDLQVWWKHPEHFDXVHLWZDVHDVLHUWR
UHIXWH DQG WR SRUWUD\ DV ¶DODUPLVW· 7KH &62V DFWLYHO\ KDG WR VHDUFK IRU RWKHU
QDUUDWLYHVWRFRXQWHUWKHYLHZWKDWWKH\ZHUHRQO\SXVKLQJWKHVHNLQGVRIDUJXPHQWV
,QWHUYLHZ71,
,Q DOO RI WKLV&(7$ ZDV DOPRVW DOZD\VPHQWLRQHG LQ UHODWLRQ WR 77,3 ² ERWK E\







OLNH ¶WZLWWHUVWRUPV· 6XFK DFWLRQV ZHUH HVSHFLDOO\ VXFFHVVIXO EHFDXVH WKH FRDOLWLRQ
FRQWDLQHGVRPHPHPEHUV OLNH0LOLHXGHIHQVLHDQG*UHHQSHDFHZKLFK LQFRQWUDVW WR
IRU H[DPSOH 71, LWVHOI KDG WKH QHWZRUN DQG WKH PHPEHUV WR PDNH WKHP ZRUN




,Q RUGHU WR IXUWKHU FKHFN WKHLU DFFHVV WR WKH SUHVV , KDYH FRQGXFWHG DQ DQDO\VLV
WH[WXDO DQG TXDQWLWDWLYH RI SULQW PHGLD XVLQJ WKH *R3UHVV GDWDEDVH , XVHG WKLV
GDWDEDVH WR UHDGH[FHUSWV IURPDYDULHW\RI ODUJHUQHZVSDSHUV 9RONVNUDQW7URXZ












































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































DQG  WKDQ LQ WKH \HDUV EHIRUH DQG WKDW WKHUH ZDV DOVR D EURDGHQLQJ RI WKH







UDWLILFDWLRQ EHFDPH DKRW LVVXH ERWK LQ WKH1HWKHUODQGVDQG DEURDG  7KHVH VLPSOH
FDOFXODWLRQVEDVHGRQH[WUDFWVQRWIXOODUWLFOHVDOVRVKRZWKDWWKH&62VHVSHFLDOO\








ZKLFKZHUH VHHQDV ¶VHWWLQJ WKH VWDJH IRU WKHQHJRWLDWLRQVZLWK WKH86·7KHDUWLFOH
LQFOXGHG FRPPHQWV IURP WKH 'XWFK PHDW VHFWRU ZKLFK FULWLFL]HG WKH GHDO IRU
DOORZLQJ IRU WRRPXFK LPSRUWV RIEHHIDQGSRUN0LQLVWHU3ORXPHQZDVTXRWHG LQ
GLVDJUHHPHQW DFFRUGLQJ WR KHU WKH PHDW LQGXVWU\ ZDV ¶LQQRYDWLYH DQG VWURQJ·






D VHULHV RI FRPPHQWDULHV IRU H[DPSOH'H9RONVNUDQW SXEOLVKHG DSLHFH  E\
5HQVYDQ7LOEXUJ 6202ZDUQLQJ DERXW77,3 ,6'6 UHJXODWRU\ FRPSHWLWLRQ EDG
HIIHFWV RQ HQYLURQPHQW DQG VRFLDO WHQVLRQV ZLWKLQ (8 WKH (3 ZKLFK ZDV XS IRU
HOHFWLRQV WKUHH PRQWKV IURP WKHQ ZRXOG KDYH WR DSSURYH 77,3 DV ZHOO DV ¶WKH
DOUHDG\ QHJRWLDWHG DFFRUG ZLWK &DQDGD ZKLFK DOVR LQFOXGHV D GLVSXWH VHWWOHPHQW
PHFKDQLVP· 7KH VDPH SDSHU SXEOLVKHG D SLHFH  WKDW KHDGOLQHG ¶7KH
QLJKWPDUHRI&DQDGLDQIDUPHUV·FDOOLQJWKHGHDODEOHVVLQJIRUWKHORJLVWLFVHFWRU LQ
WKH1HWKHUODQGVEXWDQLJKWPDUH IRUWKH&DQDGLDQGDLU\ LQGXVWU\,WFDOOHG&(7$D
WHVWLQJ ODE IRU77,3 WKH LPSRUWDQFHRIERWKDJUHHPHQWVZDV ¶LPPHQVH·DQG'XWFK
EXVLQHVV ZDV TXRWHG DV ¶FKHHULQJ· WKH DFFRUG $FFRUGLQJ WR 9121&: &(7$
VKRZHG WKDW WKH (8 FRXOG VWLOO GR WUDGH GHDOV DIWHU WKH IDLOXUH RI WKH'RKD URXQG
¶ZLWK&(7$DQLPSRUWDQWSV\FKRORJLFDOKXUGOHKDVEHHQWDNHQIRUILQLVKLQJWKHGHDO
ZLWKWKH86·WKH\FDOOHGFLYLOVRFLHW\·VFULWLFLVPRI,6'6JUHDWO\H[DJJHUDWHG2QWKH









.DPHU LQ 6HSWHPEHU  71, +LOGH YDQ GHU 3DV ZDV DEOH WR SXEOLVK DQRWKHU
FRPPHQWDU\DERXW77,3DQG&(7$LQ'H9RONVNUDQWDJDLQFULWLFL]LQJ,6'6DQGWKH
GDQJHUV WKH )7$V SRVHG IRU VRFLDO HQYLURQPHQWDO DQG IRRG VDIHW\ VWDQGDUGV ,W
DOVR VSHQW VRPHDWWHQWLRQ WKH LPSRUWVRI WDUVDQGVRLO D ¶GLUW\·NLQGRIRLO WKDWZDV
QRZEHLQJDOORZHGLQWRWKH(8² LQSDUWEHFDXVHWREHDEOHWRILQDOO\VLJQ&(7$
+HW)LQDQFLHHOH'DJEODGNHSWWRUHSRUWLQJDERXWWKHUHPDLQLQJXQFHUWDLQW\DERXWWKH
DFFRUG GXH LQ SDUW WR GRXEWV ZLWKLQ WKH PHPEHU VWDWHV HVSHFLDOO\ *HUPDQ\
7KHUH ZDV RQH H[FHSWLRQ WKH\ LQFOXGHG D SLHFHZLWK FRPPHQWV IURP WKH &DQDGD
(XURSH5RXQGWDEOH IRU%XVLQHVVZKLFK VXSSRUWHG ,6'6 DQG DSSODXGHG WKH1*2V
IRUPDNLQJWKLV¶QRQLVVXH·SROLWLFDOO\VDOLHQW
)XUWKHU LQFUHDVH LQ  5HSRUWLQJ RI SURWHVW DJDLQVW ,6'6 E\ FLYLO VRFLHW\ RI
3ORXPHQ·VSURSRVDO DORQJZLWK*HUPDQ)UHQFKDQG WKUHH RWKHU VRFLDOGHPRFUDWLF
SDUWLHVWRPRGLI\WKHV\VWHPLQRUGHUWRVDIHJXDUGJRYHUQPHWQV·SROLF\VSDFHDQG
RI FLYLO VRFLHW\·V TXRWLQJ &RUSRUDWH (XURSH 2EVHUYDWRU\ ODFN RI HQWKXVLDVP IRU
WKHVHPRGLILFDWLRQV$OVRDUWLFOHVRQIRRGVDIHW\FRQFHUQVDQG*UHHNDWWHPSWWR
JHW DGGLWLRQDO SURWHFWLRQV IRU )HWD LQ WKH DFFRUG ,Q 6HSWHPEHU  D ORQJ
FRPPHQWDU\ ZDV SXEOLVKHG LQ 'H 9RONVNUDQW VLJQHG E\ 71, 6202 %RWK (QGV
)RRGZDWFK *UHHQSHDFH 0LOLHXGHIHQVLH $%& :,/3) DQG :(026 7KH SLHFH
IRFXVHGRQ,6'6DQG,&6¶OLSVWLFNRQDSLJ·ZKHUHE\&(7$ZDVSRUWUD\HGDV¶77,3
WKURXJKWKHEDFNGRRU·DOORZLQJ86ILUPVWRXVHLQYHVWPHQWDUELWUDJHDJDLQVWWKH(8
WKURXJK WKHLU &DQDGLDQ DIILOLDWHV 3URWHVWLQJ 77,3 ZDV XVHOHVV LI &(7$ ZDV
UDWLILHG
,Q  WKHUH ZHUH UHSRUWV RI WKH SUHSDUDWLRQV EHLQJ PDGH E\ FLYLO VRFLHW\ IRU D
UHIHUHQGXP RQ 77,3 DQG &(7$ WKLV LV DOVR WKH IUDPH LQ ZKLFK 'H 7HOHJUDDI













 6SHFLDDO KRIPRHW DQJHO KDOHQXLW KDQGHOVYHUGUDJ   'H9RONVNUDQW  0DU   3DJH  3ORXPHQZLO












GRPHVWLF UHVLVWDQFH DJDLQVW SURYLVLRQDO DSSOLFDWLRQ *URHQ/LQNV WKH 63 DQG
0LOLHXGHIHQVLHDUHTXRWHGEHFDXVH LWZDVVHHQDV XQGHPRFUDWLF0RUHFULWLFLVP
ZDV SXEOLVKHG E\ 'H 9RONVNUDQW LQ -XO\ ZLWK D SLHFH RQ WKH VXJDUOREE\ ZKLFK





IHDU RI WUDGH DQG JOREDOLVDWLRQ ZDV ¶VXFNLQJ :HVWHUQ GHPRFUDFLHV LQWR D SURWHFWLRQLVW
VSLUDO·)XUWKHUGHOD\LQJ&(7$·VUDWLILFDWLRQZRXOGKXUWWKH(8·VLPDJHDEURDGLILW
FRXOGQ·WVXFFHHG LQPDNLQJDGHDOZLWK&DQDGDZLWKZKLFKRWKHUFRXQWU\FRXOG LW
VWLOO KRSH WR FRQFOXGH DQ DJUHHPHQW"  6WLOO LQ WKH VXPPHU WKHUH ZDVQ·W PXFK
UHSRUWLQJ DERXW WKH'XWFKGRPHVWLFSROLWLFV RI WUDGHPRVWRI LW IRFXVHGRQ WKH(8
OHYHODQGWKHGLIILFXOWLHVLQ*HUPDQ\DOWKRXJKWKHVFDOHRIWKHJHQHUDOPRELOL]DWLRQ
(8ZLGH DURXQG 77,3ZDV TXHVWLRQHG +HW )LQDQFLHHOH 'DJEODG VSRNH DERXW DQ
¶LQYLVLEOHVXSSRUWLYHPDMRULW\·7KLVFRQWLQXHGZHOOLQWR6HSWHPEHUZKHQWKHUHZDV











3YG$ LQ WKH 7ZHHGH .DPHU -DQ 9RV GHQLHG WKDW FRQFOXGLQJ &(7$ ZRXOG EH D
SUHOXGH WR DSSURYLQJ77,3 6HYHUDO FRPPHQWDULHV'H9RONVNUDQWSXEOLVKHGRQH
E\DSURIHVVRURILQWHUQDWLRQDOHFRQRPLFODZSUDLVLQJ&(7$·VHFRQRPLFDQGSROLWLFDO
EHQHILWVEXWDWWDFNLQJLQYHVWPHQWDUELWUDJHFDOOLQJIRUDUHPRYDORI,&6LQRUGHUWR
¶VDYH &(7$· IURP EHLQJ YRWHG DZD\ E\ WKH (3 ,W DOVR SXEOLVKHG DQ HGLWRULDO

























XQLRQV WKDW KDYH RSSRVHG WKH WUHDW\ >«@·  $ VLPLODU SLHFH ZDV SRVWHG E\ +HW




,Q WKH ZHHNV WKDW IROORZHG PRVW RI WKH DWWHQWLRQ VKLIWHG WRZDUGV :DOORQLD·V






DOOHJHG ¶DEVXUG· ¶KLODULRXV· ¶LQFUHGLEOH· ¶VXUUHDOLVWLF·XQGHPRFUDWLF QDWXUHRI WKH
:DOORRQYHWREHFDXVHDWLQ\IUDFWLRQRIWKHWRWDO(8SRSXODWLRQZDVEORFNLQJDGHDO
DSSURYHGE\PLOOLRQVRI(XURSHDQV7KHHSLVRGHZDVVHHQDVGDPDJLQJWRWKH(8·V
DQG %HOJLXP·V LPDJH DEURDG DQG LWV SRZHU WR FRQFOXGH WUDGH GHDOV ZLWK OHVV
¶IULHQGO\·FRXQWULHV
7KLV HSLVRGH DOVR DWWUDFWHG PRUH JHQHUDO FRPPHQWDULHV DERXW WKH IRUFHV UHVLVWLQJ
77,3&(7$,QVHYHUDOSLHFHV'H9RONVNUDQWZDVYHU\VNHSWLFDODERXWWKH¶FRDOLWLRQRI
DQWLJOREDOLVWVDQGHXURVFHSWLFV·WKDWZDVUHVLVWLQJ&(7$IUDPLQJLWDVSDUWRIDZLGHU
EDFNODVKDJDLQVW IUHH WUDGHDQG WKH(8 WKHSDSHU OLVWHGDOO WKHEHQHILWV WKDWZRXOG
DFFUXHWRWKH1HWKHUODQGVLI&(7$ZDVUDWLILHGDQGWKDWPRUHJHQHUDOO\KDGIORZQ
IURP IUHHU JOREDO WUDGH GLVPLVVLQJ WKH SURWHVWRUV· IHDUV LW KRSHG WKDW SROLWLFLDQV
ZRXOGSD\QRKHHGWRWKH¶JKRVWVWRULHV·RID¶QRLV\PLQRULW\·6LPLODUSLHFHVZHUH
SXWXSE\WKHHGLWRUVRI+HW)LQDQFLHHO'DJEODG
7KHRSSRQHQWVRI&(7$ZHUHDEOH WRGUDZDELW RIDWWHQWLRQZLWK WKHLUSURWHVWV LQ
$PVWHUGDP  ZKLFK OHG WR VRPH EULHI VWDWHPHQWV LQ WKH SUHVV LQ 'H
7HOHJUDDI &RQVXPHQWHQERQG SOHDGHG LQ IDYRU RI WKH UHVLVWDQFH ODFN RI FRQVXPHU
SURWHFWLRQV LQYHVWRU VWDWH GLVSXWH VHWWOHPHQW DQG WKH FRRUGLQDWRU RI WKH








YHU]HW QHNW YULMKDQGHOVDNNRRUG 'H7HOHJUDDI  2FW   3DJH/DDWVWHNDQV YRRU KDQGHOVYHUGUDJPHW
&DQDGD'H9RONVNUDQW2FW3DJH'HWHJHQVWHPPHUZLQW+HW)LQDQFLHHOH'DJEODG2FW
3DJH+DQGHOVPLQLVWHUVVWHOOHQYHUGUDJXLW'H7HOHJUDDI2FW3DJH0DQYDQKHWKDUGHZRRUGODDW
]LMQ WDQGHQ]LHQ +HW)LQDQFLHHOH'DJEODG  2FW 3DJH(8JURQGOHJJHUVRQWSRSSHQ]LFKDOV(8











HQYLURQPHQWDO VWDQGDUGV ZKLOH 'H 9RONVNUDQW JDWKHUHG VWDWHPHQWV IURP
SURWHVWRUVDQGWKHHYHQW·VSXEOLFVSHDNHUV²DOWKRXJKLWFRQIURQWHGWKHVHZLWKFODLPV
E\¶HFRQRPLVWVSROLF\PDNHUVDQGSROLWLFLDQV·
,Q 1RYHPEHU DIWHU :DOORQLD·V FULVLV ZDV DYHUWHG &(7$ DOVR SOD\HG D UROH LQ D
VRPHZKDWEURDGHUGHEDWHRQWKHPHULWVRIIUHHWUDGH7KLVWLPHWKHUHZDVVRPHPRUH
VSDFH IRU FRQWUDGLFWLQJ RSLQLRQV 'H 9RONVNUDQW SXEOLVKHG DQ DFDGHPLF·V
FRPPHQWDU\ FULWLFL]LQJ WKH )7$V DQG WKH QHROLEHUDO DJHQGD WKH\ZHUH D V\PSWRP
RI DQG WKH\ DQG+HW )LQDQFLHHO'DJEODG SXEOLVKHG SURFRQWUD SLHFHV DERXW WKH





7KH SUHVV UHYLHZ VKRZV WKDW WKHUH ZDV LQGHHG FRQVLGHUDEOH DWWHQWLRQ IRU WKH
FULWLFLVPVEHLQJYRLFHVE\&62VDQGRSSRVLQJSDUWLHVZKLOHWKHUHZDVUHODWLYHO\OLWWOH
VSDFHHLWKHULQDUJXPHQWVRULQGLUHFWTXRWHVPHQWLRQVRIWKHVXSSRUWHUVRI&(7$
+RZHYHU WKH WRQH FKDQJHG WRZDUGV WKH IDOO RI  EHIRUH 6HSWHPEHU  WKH
RSSRQHQWV RI&(7$VHHP WR KDYH KDGEHWWHU DFFHVV RU DPRUHZLOOLQJ HDU LQ WKHVH
SDSHUV WKDQGXULQJ WKLVPRUH WHQVHSKDVHZKHQUHSRUWLQJZDVPRUHFULWLFDORI WKH
&62V· FODLPV (YHQ WKHQ WKHUH ZDV H[WUHPHO\ OLWWOH SXVKEDFN IURP EXVLQHVV








7R GR WKLV ZH FDQ ILUVW UHYLHZ WKH H[WHQW WR ZKLFK VRPH RI WKH RUJDQL]HUV· RZQ
LQLWLDWLYHVDFKLHYHGWKHLUJRDOV
)RU H[DPSOH RQH RI WKH LQVWUXPHQWV WKDW VRPH RI WKH &62V SXW WR ZRUN ZDV WKH
RUJDQL]DWLRQRIDUHIHUHQGXP,QWKHIDOORI)RRGZDWFK71,0LOLHXGHIHQVLHDQG



















FROOHFWHG  DXWRJUDSKV ZKLFK URVH WR   E\ WKH HQG RI WKDW \HDU D
VXEVWDQWLDO HIIRUW ZKLFK DOVR UHFHLYHG VRPH SUHVV FRYHUDJH  7KHLU SURWHVWV RIIHU
DQRWKHU LQGLFDWLRQ WKH77,3GHPRQVWUDWLRQ WKH\ KDGRUJDQL]HG LQKDGGUDZQ
RQO\  SHRSOH $FFRUGLQJ WR0LOLHXGHIHQVLH D SURWHVW RUJDQL]HG LQ2FWREHU 
PDQDJHGWRJDWKHU¶DIHZWKRXVDQG·SHRSOH·DQGWKHLUGD\RIDFWLRQLQWKHIDOORI
SXVKHGWKLVWR,QWHUYLHZ0LOLHXGHIHQVLH
7KH\ FRQVLGHUHG WKLV D VXFFHVV ZKLFK WKH\ DWWULEXWHG LQ SDUW WR WKHLU RZQ
FDPSDLJQLQJ EXW DOVR WR DPRUH ¶VWUXFWXUDO· IRXQGDWLRQ UHODWHG WR WKH VXEVWDQFH RI
WKH )7$V LQ FRQWUDVW WR SUHYLRXV WUDGH GHEDWHV ZKLFK UHYROYHG DURXQG ZKHWKHU
DJUHHPHQWVRURXUILUPVZHUHKXUWLQJWKHJOREDOVRXWKWKHFRXQWULHVPXOWLQDWLRQDOV
DQG FODXVHV LQYROYHGPHDQWSHRSOHXQGHUVWRRG LQWXLWLYHO\ WKDW WKLV WLPH WKHLURZQ




6HFRQGO\ ZH FDQ UHYLHZ VRPH ¶H[WHUQDO· PHDVXUHV RI WKH SXEOLF·V HQJDJHPHQW




























$PRUHGHWDLOHG RQOLQH VXUYH\ZDVXQGHUWDNHQE\7161,32 LQ0D\  ,W
VKRZHG WKDW DERXW D WKLUG RI WKH 'XWFK SXEOLF KDG KHDUG DERXW 77,3 ZKLFK
DFFRUGLQJ WR 7161,32ZDV TXLWH KLJK WKH\ FRPSDUHG WKLV WR KRZ WZR PRQWKV
EHIRUH WKH 8NUDLQH UHIHUHQGXP OHVV WKDQ KDOI RI WKRVH VXUYH\HG NQHZ WKH
UHIHUHQGXPZDVDERXW WR WDNHSODFH+RZHYHU NQRZOHGJHRI WKHQHJRWLDWLRQVZDV
RIWHQTXLWHVKDOORZ
7KH\QRWHGWKDWDERXWRIWKHSXEOLFZDVLQIDYRURIWKHGHDORSSRVHGLWDQG
 ZDVQ·W VXUH DIWHU EHLQJ WROG DERXW LW E\ WKH UHVHDUFKHUV $PRQJ ZKR VDLG
WKH\·G KHDUG DERXW 77,3  RSSRVHG LW 7KHUH ZHUH VWURQJ GLIIHUHQFHV DFURVV
SDUWLHVSHRSOHZKRGXULQJWKHODVWHOHFWLRQVYRWHGIRU*URHQ/LQNVRU63RSSRVHGWKH
GHDOIDUPRUHRIWHQWKDQYRWHUVIRU99'RU&'$ZKLOHWKH399·VHOHFWRUDWHZDVOHVV
RXWVSRNHQ5HVSRQGHQWVZHUHDOVRDVNHG WRJLYHDUJXPHQWV LQ IDYRURUDJDLQVW WKH
GHDOVXPPDUL]HGDVIROORZVE\WKHSROOLQJDJHQF\RSSRQHQWVRI77,3ZHUHDIUDLGRI






NQRZ·FDWHJRU\LVPXFKODUJHU LQWKH7161,32UHVXOWV ,W·VKDUG WRJDXJHWRZKDW
H[WHQWWKLVLVGXHWRPHWKRGRORJ\WKHSKUDVLQJRIWKHTXHVWLRQRURWKHUUHDVRQV$QG
RIFRXUVHWKHVWXGLHVDUHDERXW77,3QRW&(7$
+RZHYHU LW VHHPV VDIH WR FRQFOXGH WKDW WKH SXEOLF KDG EHHQ WR VRPH H[WHQW
UHVSRQVLYH WR WKHFDPSDLJQV IURPWKH1*2VRU WKHPHGLDDQGWKDWSDUWVRI LWKDG
EHFRPHPRUHFULWLFDOWKDQWKH\ZRXOGRWKHUZLVHKDYHEHHQ(VSHFLDOO\DPRQJVRPH
RIWKHSDUWLHVRQWKHOHIWWKHRSSRVLWLRQZDVVWURQJHU+RZHYHUWKLVZDVFRXQWHUHG
E\ D VWURQJO\ VXSSRUWLYH VWDQFH DPRQJ WKH YRWHUV RI RQH JRYHUQPHQWDO SDUW\ WKH
99'DQGPLOGVXSSRUWDPRQJYRWHUVIURPWKHLUFRDOLWLRQSDUWQHUWKH3YG$WRJHWKHU













;ŶсϵϬͿ ;ŶсϱϵͿ ;ŶсϭϳϭͿ ;ŶсϳϰͿ ŶсϯϲͿ ;ŶсϳϳͿ ;ŶсϵϰͿ
dŽƚĂů sssŽƚĞƌƐ WǀĚsŽƚĞƌƐ WsssŽƚĞƌƐ ϲϲsŽƚĞƌƐ '>sŽƚĞƌƐ sŽƚĞƌƐ ^WsŽƚĞƌƐ
ƚƚŝƚƵĚĞĂďŽƵƚdd/WĂŵŽŶŐƵƚĐŚƉƵďůŝĐͲDĂǇϮϬϭϲ;^ŽƵƌĐĞ͗dE^ͲE/WKͿ






ZLGHU SXEOLF 3HUKDSV ZLWKLQ VRPH SDUWLHV· UDQN DQG ILOH WKHUH ZDV LQFUHDVLQJ
SUHVVXUH WR WDNHD ILUPVWDQFHEXWVHHPLQJO\QRWDPRQJ WKRVH WKDWSUHVLGHG LQ WKH
JRYHUQPHQW DOWKRXJK YRWHUV· DWWLWXGHV FDQ GLIIHU IURP SDUW\ PHPEHUV· DQG WKH
DPELJXRXV GHYHORSPHQWV LQ DJJUHJDWH VXSSRUW DV VXFK DUH XQOLNHO\ WR KDYH
GHFLVLYHO\PRYHGWKHSROLWLFDOVSHFWUXPHLWKHUZD\7RVRPHH[WHQWWKLVFDQDOVREH
VHHQ LQ WKHSDUW\PDQLIHVWRHV IRU WKH  HOHFWLRQV WKH 63*URHQ/LQNV DQG3DUWLM
YRRUGH'LHUHQWRRNDQH[SOLFLWVWDQFHDJDLQVW&(7$DQG77,3EXWPRVWRWKHUSDUWLHV
LQFOXGHGTXLWH FDXWLRQDU\ ¶\HV LI· UHPDUNVDERXW WKH WUDGHGHDOV 7KH99'3YG$
&'$DQG'DOO FODLPHGWKDW WKH\·GDSSURYH WKHGHDOV LI WKH\PHW FHUWDLQFULWHULD
UHODWHG WRVRYHUHLJQW\ WKHHQYLURQPHQW IRRGQRUPV«2IFRXUVH WKH IDFWDORQH
WKDW WKH )7$VZHUH LQFOXGHG LV DQ LQGLFDWLRQ WKDW WKH FDPSDLJQZDV VXFFHVVIXO LQ
ERRVWLQJWKHVDOLHQF\DQGVHQVLWLYLW\RIWKLVLVVXH
 
)LQDOO\ WKH &62V DFWLYHO\ WULHG WR PDNH XVH RI WKH SDUOLDPHQW :H FDQ KHUH
GLVWLQJXLVK EHWZHHQ WKH WDFWLFV DQG VXFFHVV RI WKH ¶1*2V· )RRGZDWFK
0LOLHXGHIHQVLH71,DQGWKDWRIWUDGHXQLRQ)19
7KH1*2VIHOWOLNHWKH\KDGJRRGDFFHVVWRWKHSDUOLDPHQWDQGWKH\PHWZLWKPRVW
RI WKH SROLWLFDO VSHFWUXP 7KH SDUWLHV RQ WKH OHIW FKLHIO\ WKH 63 WKH 3YG' DQG
*URHQ/LQNVZHUHHDJHUWRWDNHXSWKHLUDUJXPHQWVDQGSURWHVWDJDLQVWWKHGHDOV7KH
FDPSDLJQ·V QDUUDWLYH RQ ,&6 LQ SDUWLFXODU EHFDPH HDV\ WR ¶VHOO· DIWHU D ZKLOH
$OWKRXJK WKH\ DOVRPHWZLWK WKHP D IHZ WLPHV WKH 99' DQG'ZHUH D ORW OHVV
ZHOFRPLQJ$FFRUGLQJ WR WKH DOOLDQFH·V FRRUGLQDWRU'ZDV VXUSULVLQJO\ GLIILFXOW




KRZHYHU WKHUH ZDV D FKDQJH RI SROLF\ ² WKH\ WKHQ GHFLGHG WR VWLOO VXSSRUW
&(7$77,3EXWPRUHTXLHWO\ LQ WKHEDFNJURXQG7KH&'$ZDVPRUHKHVLWDQW DV
ZDVWKH39'$²ZKLFKZDVFULWLFDORIWKHGHDOVEXWZKLFKDOVRKDGWRVDIHJXDUGWKHLU
PLQLVWHU·VSRVLWLRQ ZKLFKKDGYRLFHG VWURQJ VXSSRUW IRU77,3DQG&(7$DQG WKH




FRQWULEXWHG WR WKH IDFW WKDW WKH 6*3 DQG&8 QHYHU DFWXDOO\ VDLG ¶\HV· WR &(7$ LQ
SDUOLDPHQW $OWKRXJK LW HYHQWXDOO\ EHFDPH FULWLFDO RI WKH GHDOV DV ZHOO LW ZDV
SROLWLFDOO\ DQG LGHRORJLFDOO\ GLIILFXOW IRU WKH FRDOLWLRQ WR DOVR ZRUN ZLWK WKH 399




$FFHVVZDVHYHQHDVLHU DQGVHHPLQJO\PRUHFRQWLQXRXV IRU WKH)197KHUHZHUH
VWURQJWLHVEHWZHHQVHYHUDORILWVPHPEHUVDQGVRPHRIWKHSDUWLHVDQGDORWRIWKH
SDUWLHV KDG WUDGH XQLRQLVWV LQ WKHLU UDQNV 0RUHRYHU DFFRUGLQJ WR P\ VRXUFH D
PDMRULW\RISDUWLHV LVDOZD\VZLOOLQJWR OHQGDQHDUWRWKHXQLRQVHYHQLIWKH\GRQ·W
DOZD\VDJUHHZLWKWKHPEHFDXVHWKH\WKLQNWKHVRFLDOSDUWQHUVVKRXOGSOD\DQDFWLYH






SRVLWLRQV WKDW ZHUH DW OHDVW SDUWLDOO\ EDVHG RQ OHWWHUV DQG SRVLWLRQV RI WKH XQLRQ
,QWHUYLHZ)19
$FFRUGLQJWRWKHFRRUGLQDWRURIWKH77,3$OOLDQFHWKH&62V·UROHLQWKHSDUOLDPHQW
ZDV WR ILUVW RI DOO PDNH VXUH WKDW WKHUH ZHUH GLVFXVVLRQV DERXW WKLV GRVVLHU 7KH
SURSRQHQWV ZHUHQ·W JRLQJ WR EULQJ LW XS DQG WKH RSSRQHQWV QHHGHG WKH &62V·
UHVHDUFKWRILQGWKHLUZD\RQWKLVGLIILFXOWWHFKQLFDOLVVXH+RZHYHUWKHUHKDGEHHQ
SDUOLDPHQWDU\ TXHVWLRQV DW TXLWH DQ HDUO\ VWDJH DQG KH GLG QRW UHDOO\ NQRZZKR
PDGHWKHILUVWPRYHKHWKRXJKWLWZDVTXLWHSRVVLEOHWKDWUHVHDUFKHUVIURP71,DQG
6202 KDG DOUHDG\ EHHQ SOD\LQJ D UROH LQ WKLV HDUO\ VWDJH ,QWHUYLHZ  &62
&RRUGLQDWRU71, LWVHOIVHHPHGPRUHFRQILGHQW FHUWDLQO\  LQUHJDUGV WR ,6'6
WKH\KDGEHHQLQIOXHQWLDOLQWKHSDUOLDPHQW,IWKH\KDGQRWVWDUWHGUDLVLQJWKLVLVVXH
LWZRXOGQHYHUKDYHEHHQGHEDWHG LQ WKH7ZHHGH.DPHU ,QWHUYLHZ 71, 
7KH SUHYLRXV SDUDJUDSK DOVRPDGH FOHDU WKDW VRPH RI WKH RWKHU &62V VKDUHG WKLV
DVVHVVPHQWWKH\VHHPWREHOLHYHWKDWWKH\KDGLQGHHGZHLJKHGRQWKHSDUOLDPHQWDU\
GHEDWHV





%HIRUH WKHUHZHUHQRGHEDWHVQRUZHUH WKHUHDQ\ZULWWHQTXHVWLRQV ,Q 





LQZKLFK ¶WKH QHJRWLDWLRQ RI D IUHH WUDGH GHDOZLWK &DQDGD· ZDVPHQWLRQHG &'$
YRLFHG LWV VXSSRUW IRU WKH SURJUHVVPDGH LQ WKH QHJRWLDWLRQV DQG KRSHG WKH GHDO












DQDO\]HGZKDW H[SRUW RSSRUWXQLWLHV WKH GHDO RIIHUHG DQG LI VRZKDW VHFWRUVPLJKW
EHQHILW,QWKHVDPHVXSSRUWLYHVSLULW6FKDDUWIURPWKH99'ZRQGHUHGZK\WKHGHDO
ZDV WDNLQJ VR ORQJ WR FRQFOXGH ZKDW SUREOHPV UHPDLQHG  7KH 3YG$ KRZHYHU
FRPSODLQHGDERXWWKHODFNRILQIRUPDWLRQWKHSDUOLDPHQWZDVJHWWLQJDERXWWKH)7$V




7KHUHZDVPRUHGHEDWH LQ  ,Q WKH ILUVWPHHWLQJ &%+	2 WKHUH
ZHUH DJDLQ VRPH JHQHUDO DQG EULHI TXHVWLRQV E\ WKH &'$ DERXW WKH HFRQRPLF
EHQHILWV RI WKHGHDO DQG DERXWZKHQ LWPLJKW EH FRQFOXGHG+RZHYHU IRU WKH ILUVW
WLPH WKHUH ZDV DOVR D TXHVWLRQ DERXW LQYHVWRUVWDWH DUELWUDWLRQ WKH\ GRQ·W XVH WKH
DFURQ\P \HWZKLFKZDV DOVR WKH ILUVW WLPH WKH 63 LQWHUYHQHG LQ WKH GHEDWHV WKH
ZRQGHUHGZKHWKHUWKHPLQLVWHU¶DFNQRZOHGJHGWKHULVN·RIWKH1HWKHUODQGVDQGWKH
(8 EHLQJ WDUJHWHG E\ FODLPV 7KH 63 DOVR ZRQGHUHG ZKHWKHU WKH GHDO ZRXOG EH
PL[HG DQG ZRXOG WKXV UHTXLUH SDUOLDPHQWDU\ UDWLILFDWLRQ NVW ,Q D
VXEVHTXHQWZULWWHQ GHOLEHUDWLRQZLWK WKHPLQLVWHU  &%+	2 KRZHYHU
WKHRQO\&(7$UHODWHGTXHVWLRQVZHUHDJDLQSRVHGE\WKH&'$DQGWKH99'WKHVH
DJDLQGHDOWVROHO\ZLWKWKHEHQHILWVDQGWLPLQJRIWKHGHDONVW/DWHU
VWLOO  &%+	2 QHZ SDUWLHV JRW LQYROYHG DQG WKH GHEDWH EHFDPH
VRPHZKDW PRUH HYHQWIXO 7KH 63 TXRWLQJ IURP D QHZVSDSHU DUWLFOH E\ WKH
9RONVNUDQW DQG*URHQ/LQNV IRU H[DPSOH H[SUHVVHG WKHLUZRUULHV DERXW LQYHVWRUV·
SURWHFWLRQV LQ&(7$ FLWLQJZHOONQRZQ WKH*HUPDQ9DWWHQIDOO DQG WKH$XVWUDOLDQ





WKH &RPPLWWHH RQ $JULFXOWXUDO 	 )LVKHU\ ZKHUH WKH 3YG' DQG WKH 63 DVNHG
TXHVWLRQV DERXW ZKDW GDQJHUV &(7$ DQG 77,3 SRVHG IRU DQLPDO ZHOIDUH DQG
EDWWHU\HJJVNVW
7KH ILUVW GLVFXVVLRQ RI &(7$ LQ   RFFXUUHG LQ WKH HQYLURQPHQWDO




ZLWK D TXHVWLRQ E\ WKH 6*3 DERXW WKH ODFN RI D OLFHQVLQJ V\VWHP IRU TXRWDV LQ
DJULFXOWXUDO JRRGV  )DU PRUH DWWHQWLRQ ZDV SDLG WR &(7$ LQ -XO\  
&%+2 &(= 	 &(8= )RU WKH ILUVW WLPH WKH 399 DOVR VKRZHG DQ LQWHUHVW











*URHQ/LQNV RQ WKH RQ WKH RWKHU KDQG QRZ VWDUWHG VWDNLQJ RXW D PRUH FRQFUHWH
SRVLWLRQ 4XRWLQJ IURP WKH WH[W·V SUHDPEOH WKH\ FULWLFL]HG WKH WH[W·V ZRUGLQJ LQ
UHJDUGV WR WKH ULJKW WR UHJXODWH DVZHOO DV WKH FRPSRVLWLRQ DQG IXQFWLRQLQJ RI WKH




6HSWHPEHU &%+2	&(8=ZKHQ WKHVHSDUWLHV FRPSODLQHGDERXW WKH
¶OHJDOVFUXEELQJ·WDNLQJVRPXFKWLPHDQGWKHODFNRIFODULW\LQUHJDUGVWRWKHLVVXHV




7KH RWKHU SDUWLHV GLG QRW SDUWLFLSDWH LQ WKHVH GLVFXVVLRQVZKLFK LQ DQ\ FDVHZHUH
GZDUIHG E\ WKH GHEDWHV RYHU 77,3 WKHVH WRRNXSPRVW RI WKHPHHWLQJ·V WLPH NVW




RI SURYLVLRQDO DSSOLFDWLRQ FRQGHPQLQJ UHSRUWV WKDW FODXVHV OLNH ,6'6 PLJKW EH
DSSOLHGEHIRUH WKHSDUOLDPHQWKDGKDG D VD\ 7KH99' LQ FRQWUDVWZHOFRPHG WKH
SXEOLFDWLRQRIWKH&(7$GHDODQGDVNHGWKHPLQLVWHUWRSUHVHQWWKHSDUOLDPHQWZLWK
DVXPPDU\RIWKHSDJHWRPH7KH\GHIHQGHGWKHGHDOVDQGHVSHFLDOO\,6'6IURP
WKH ¶DQWLVFLHQWLILF· FODLPV PDGH E\ 1*2V OLNH *UHHQSHDFH 7KLV WULJJHUHG D ORQJ
GHEDWH EHWZHHQ WKH 63 DQG WKH 99' RQ WKH UXPRUV DERXWGDQJHUV RI ¶IULYRORXV
FODLPV· DQGZKHWKHU VXFK VWRULHVZHUH WKH SURGXFW RI VFDUHPRQJHULQJ E\ D VPDOO
FOXE RI 1*2V 7KH 399 3YG$ DQG *URHQ/LQNV UHPDLQHG VRPHZKDW LQ WKH
EDFNJURXQGDVNLQJPRUHJHQHUDOTXHVWLRQVDERXW,6'6DQGWKHSURFHGXUHVUHODWHGWR
UDWLI\LQJWKHGHDORWKHUVGLGQRWSDUWLFLSDWH&'$6*3&83Y''RWKHUV)RUWKH
ILUVW WLPH WKHPLQLVWHUZDVDVNHG WRPDNHDVHULHVRIFRPPLWPHQWVIRU WKH7ZHHGH
.DPHUVKHKDGWRIRUZDUGWKHSDUOLDPHQWDQ¶DSSUHFLDWLRQ·RI&(7$DQGWKH03V
ZHUH WR UHFHLYH D ¶WHFKQLFDO EULHILQJ· DERXW WKH GHDO DV ZHOO DV DQ XSGDWH DERXW
*HUPDQ\·VSRVLWLRQRQ,6'6NVW
,Q  DV WKHGHEDWHRYHU77,3JRWPRUHKHDWHG VRGLG WKHGLVFXVVLRQV UHYROYLQJ








UDWKHU WKDQ ,6'6" 7KH RWKHU SDUWLHV GLG QRW FRPPHQW RQ &(7$ GLUHFWO\ EXW RQO\
GLVFXVVHG 77,3 RUPRUH JHQHUDO LVVXHV UHODWHG WR IUHH WUDGH VXFK DV ,6'6 DQG WKH
QHHGIRUDUHIHUHQGXPRQ77,3ZKLFKLQWKHGHEDWHZDVVXSSRUWHGE\WKH63DQG





&(7$ZDV IRU WKH ILUVW WLPHDOVRGLVFXVVHGZLWKSULPHPLQLVWHU5XWWH
DOWKRXJKIDUPRUHDWWHQWLRQZDVSDLGWR77,3DQGRWKHU LVVXHV$JDLQPXFKRI WKH
FULWLFLVPZDV OHYHOHG DW LQYHVWRUV· SURWHFWLRQ EXW WR VRPH H[WHQW WKHUH ZDV DOVR D







WHUPV WKH3YG$7KH ODWWHUSDUW\VWDWHG WKDW WKHH[FOXVLRQRI$PHULFDQ ILUPV IURP
&(7$·V LQYHVWRUVWDWH GLVSXWH VHWWOHPHQW V\VWHP ZDV D ¶KDUG SUHFRQGLWLRQ· IRU LWV
UDWLILFDWLRQ2WKHUQHZFRPHUVWRWKLVGHEDWHDWOHDVWLQGLUHFWUHODWLRQWR&(7$ZHUH
'DQG&8ZKLFKVWDWHG WKDW WKH\ZHUHSOHDVHGZLWK WKH ¶GHDWKRI ,6'6·DQG LW·V
UHSODFHPHQWZLWKDQHZV\VWHP6HYHUDOSDUWLHVPDGHUHPDUNVDERXWWKHSRVLWLRQVRI
FLYLO VRFLHW\ DVZHOO DV WKH ULVLQJ SXEOLF RSSRVLWLRQ HJ ·77,3IUHH FRPPXQLWLHV·
7KH 3YG' IRU H[DPSOH UHIHUUHG WR WKH ZLGHVSUHDG RSSRVLWLRQ RI IDUPHUV·
RUJDQL]DWLRQV ¶H[FHSW IRU WKH FKDLUPDQ RI WKH /72· DJDLQVW 77,3 DQG&(7$$JDLQ
WKHVHUHPDUNVZHUHSULPDULO\PDGHLQWKHFRQWH[WRIDQLQFUHDVLQJO\IHURFLRXVDQG
LQFUHDVLQJO\ GHWDLOHG GHEDWH DERXW 77,3 DQG ,&6 NVW )XUWKHU
TXHVWLRQVDERXW,&6E\WKH63IROORZHGODWHUWKDWPRQWK LQDZULWWHQ
GHOLEHUDWLRQ NVW DQG LQ 'HFHPEHU  &%+2 	 &(= 	
&(8=NVW
,Q  SDUWLHV ILQDOO\ IL[HG WKHLU SRVLWLRQV DQG D FOHDU VXSSRUWHUVRSSRQHQWV
G\QDPLFHPHUJHGWKHUHZHUHDOVRPXFKPRUHUHIHUHQFHVWRWKH1*2VWUDGHXQLRQV
DQG WKH&62V·PRELOL]DWLRQ2Q WKH WK$SULO  &%+2	&(=	
&(8= WKH RSSRQHQWV FOHDUO\ LQFOXGHG WKH 3YG' WKH\ RSSRVHG SURYLVLRQDO
DSSOLFDWLRQ DQG FDOOHG IRU UHIHUHQGXP RQ &(7$ WKH 63 FKHDS ORZTXDOLW\







IRU HQYLURQPHQWDO UHJXODWLRQV IRRG TXDOLW\ DQG IRRG VDIHW\ 2WKHU SDUWLHV ZHUH




ZLWK WKH 6(5·V DGYLFH· VKRXOG KDYH DOVR FRYHUHG ODERU DQG HQYLURQPHQWDO QRUPV
6LPLODUO\ WKH &'$·V SRVLWLRQ UHPDLQHG ¶SRVLWLYHFULWLFDO· ZKLOH WKH\ DOVR YRLFHG

















WKH SHWLWLRQ ¶ DXWRJUDSKV· DQG DFWLRQV ODXQFKHG E\ 0LOLHXGHIHQVLH WKDW WKH
UDWLILFDWLRQRI&(7$E\WKH1HWKHUODQGVZRXOGVXUHO\EHIROORZHGE\DUHIHUHQGXP
6HFRQGO\ *URHQ/LQNV DOVR YHKHPHQWO\ DWWDFNHG SURYLVLRQDO DSSOLFDWLRQ DQG
UHMHFWHGERWK77,3DQG&(7$RQWKUHHJURXQGVLWVUHMHFWLRQRI,&'6RIWKHVRIWQRQ
ELQGLQJ ODQJXDJH LQ WKH ILHOGV RI ODERU DQG HQYLURQPHQW DQG RI UHJXODWRU\
FRRSHUDWLRQ )LQDOO\ WKH 3YG' DOVR RSSRVHG &(7$ LW GLG QRW VDIHJXDUG WKH
SUHFDXWLRQDU\ SULQFLSOH IRU*02V DQLPDO KHDOWK DQG IRRG VDIHW\$OWKRXJK LW GLG
QRWRIIHUPXFKLQWKHZD\RIDUJXPHQWVWKH399MRLQHGWKHVHSDUWLHVLQFDOOLQJIRUD
UHIHUHQGXPRQHYHQWXDOUDWLILFDWLRQ$PRQJWKHSURSRQHQWVWKH99'H[SUHVVHGLWV
VXUSULVH DW WKH VXGGHQ ¶XQUHVW· LQ WKH 7ZHHGH .DPHU RYHU D GHDO WKDW KDG EHHQ
QHJRWLDWHG IRU \HDUV WKH\ KRSHG &(7$ ZRXOG EH VLJQHG DQG UDWLILHG DV VRRQ DV
SRVVLEOH2WKHUSDUWLHVUHPDLQHGDPELJXRXV7KH3YG$ZHOFRPHGDOHWWHUVHQWE\WKH






WKDQNLQJ WKHPLQLVWHUIRU WKHZD\VKHKDGFRPPXQLFDWHGZLWK WKH7ZHHGH.DPHU
UHIHUUHG WR WKHSURWHVWV E\ WKH IDUPHUV DQG H[SUHVVHGGRXEWV DERXW WKHPLQLVWHU·V
EHOLHI WKDW &(7$ZDV LQ OLQHZLWK WKH 6(5·V VHYHQ FULWHULDPRUH VSHFLILFDOO\ WKH\
PHQWLRQHG FULWHULD  DQG  SURWHFWLQJ DQG LQFUHDVLQJ (XURSHDQ VWDQGDUGVSROLF\
VSDFH LQ IDYRU RI KHDOWK 	 WKH HQYLURQPHQW 7KH\ ZRQGHUHG ZKHWKHU WKH
¶SUHFDXWLRQDU\SULQFLSOH·ZRXOGVWLOOEHVWDQGLQJDIWHU&(7$/DVWO\WKH6*3VWDWHG
WKDW DJULFXOWXUH VKRXOG HLWKHU EH FRPSOHWHO\ FXW RXW RI &(7$ DQG 77,3 RU
¶VXIILFLHQWO\FRPSHQVDWHG·NVW
)LQDOO\ LQ 2FWREHU  &%+2 	 &(8=  D IXOO WKUHHKRXU VHVVLRQ ZLWK
PLQLVWHU 3ORXPHQZDV GHGLFDWHG WR &(7$ 6HYHUDO SDUWLHV *URHQ/LQNV 63 &'$
FRPSODLQHGDERXW WKH VSHHG DWZKLFK WKH7ZHHGH.DPHU KDG WRGHFLGHRQ&(7$
JLYHQ WKDWDQHZ ¶LQWHUSUHWDWLYHGHFODUDWLRQ·KDG MXVWEHHQVWLWFKHG WR WKHDFFRUG²
ZKLFKZDVVHQWWRWKHSDUOLDPHQWRQO\RQHGD\LQDGYDQFHRIWKHGHEDWHDQGZKRVH
WKHSDUWLHV FRPSODLQHG OHJDO YDOXHZDVXQFOHDU 7KH\ZDQWHG WKHGHEDWH DQG WKH

7KURXJKRXW WKLVGHEDWHDVZHOODVPDQ\RWKHUVSDUWLHVDOVRNHSW LQTXLULQJDERXWDVHWRISURFHGXUDO LVVXHV
UHODWHG WR UDWLILFDWLRQ SURYLVLRQDO DSSOLFDWLRQ DQG PL[LW\ $V DQ DVLGH , PXVW FRQIHVV WKDW , GR QRW IXOO\
XQGHUVWDQGZK\03VNHSWSRVLQJ WKH H[DFW VDPHTXHVWLRQV DQG UHFHLYLQJ QHDUO\ LGHQWLFDO DQVZHUVRYHUDQG
RYHUWKURXJKRXWWZR\HDUVRIGLVFXVVLRQV
,Q-XQH&(8=	&%=ZLWK305XWWH&(7$EULHIO\FDPHXSLQWKHFRQWH[WRIDGHEDWHRQ%UH[LW





JRYHUQPHQW·V VLJQDWXUH VFKHGXOHG IRU WKH &RXQFLO PHHWLQJ RI  WR EH
SRVWSRQHGDQGWKHGHFODUDWLRQVFUXWLQL]HGE\WKH5DDGYDQ6WDWH7KLVZDVUHMHFWHG
E\ ' 99' DQG WKH 3YG$ ZKLFK DUJXHG WKDW WKH OHJDOO\ ELQGLQJ QDWXUH RI WKH
GHFODUDWLRQZDVTXLWH FOHDU$VHFRQGGHEDWH UHYROYHGDURXQG WKH VXEVWDQFHRI WKH
GHDOZKLFKDJDLQGUHZRXWFOHDUSURFRQWUDSRVLWLRQVIURPPRVWSDUWLHV7KH63DQG
*URHQ/LQNVSRLQWLQJDW WKHRSSRVLWLRQE\FLYLO VRFLHW\ FOHDUO\RSSRVHG WKH WUHDW\
WKH\ DUJXHG WKDW LW SULRULWL]HG WKH HOLPLQDWLRQ RI WUDGH EDUULHUV RYHU VRFLDO DQG




(8 OHYHO &(7$ZRXOG ORZHU UHJXODWRU\ EXUGHQV UDLVH HQYLURQPHQWDO QRUPV DQG
ERRVW HFRQRPLFJURZWK 7KLV FODLPZDV WKHQ DWWDFNHG E\*URHQ/LQNV DQG WKH63
DJDLQ ZLWK UHIHUHQFH WR WKH SRVLWLRQV E\ FLYLO VRFLHW\ DQG WKH ODERU XQLRQV '




SURWHFWLRQLVP 7KH 6*3 RQ WKH RWKHU KDQG DFNQRZOHGJHG WKDW LQYHVWRUVWDWH




PRUH FRQFUHWH LQ WKH HQG WKH SDUW\ VWDWHG LW UHPDLQHG XQVXUH DERXW ZKHWKHU LW





LQ OLQHZLWK WKH6(5·VDQGWKHLU FRDOLWLRQSDUWQHU·V 3YG$GHPDQGV² HYHQWKRXJK
WKH\ WKHPVHOYHV EHOLHYHG WKHVH DGDSWDWLRQV KDG EHHQ ODUJHO\ XQQHFHVVDU\ RU HYHQ
XQGHVLUDEOH ¶7KH 99' LV QRW KDSS\ ZLWK DOO RI WKH >6(5·V@ FULWHULD EXW WKH 3YG$ LV
SDUWLFXODUO\FRPPLWWHGWRVRPHRI WKHP$JRYHUQPHQWFRPSRVHGE\>RXU@WZRSDUWLHV HQGV
XS VLWWLQJ LQ WKH PLGGOH ² WKDW·V MXVW WKH ZD\ LW LV 7KLV ZDV WKH EHVW DWWDLQDEOH UHVXOW·
7HHYHQ 99' NVW ·V ODVW VLJKWLQJ RI &(7$ZDV LQ'HFHPEHU

































































































































7KHUHZDVYHU\ OLWWOH DWWHQWLRQ IRU&(7$XQWLO  EXW HYHQZKHQ WKHGHEDWHJRW
VWDUWHG SDUWLHV· SRVLWLRQV UHPDLQHG VRPHZKDW IOXLG DW ILUVW )URP  WKHVH
EHFDPHLQFUHDVLQJO\IL[HGDQGKDUVKHUZLWKPRUHDQGPRUHSDUWLHVSDUWLFLSDWLQJLQ
WKH GHEDWH %\  SDUWLHV KDG ODUJHO\ VSOLW LQWR IHUYHQW RSSRQHQWV VWURQJ
VXSSRUWHUVDQGDPELJXRXVVXSSRUWHUVRIWKHGHDO
&(7$·V SDUOLDPHQWDU\ RSSRQHQWV RIWHQ HFKRHG DUJXPHQWV XVHG E\ WKH &62V WKLV
DSSOLHV HVSHFLDOO\ WR WKH 3YG' WKH 63 DQG *URHQ/LQNV 7KH\ UHIHUUHG WR WKH
PRELOL]DWLRQE\ FLYLO VRFLHW\RQDYHU\ UHJXODUEDVLV DQG ODWHU WR WKH6(5·VDGYLFH
7KH\XVHGWKHVRFLHWDOPRELOL]DWLRQDQGDUJXPHQWVWRVXSSRUWWKHLURZQFRQWHVWDWLRQ
RI&(7$DQGWRDSSHDOERWKWRWKHPLQLVWHUDQGWKHRWKHUSDUWLHVRIWKHOHIWQRWDEO\
WKH 3YG$ 2WKHU SDUWLHV SDUWLFXODUO\ WKH 6*3 DQG &8 EXW DOVR WKH 399 GLGQ·W













ERWK WKH 63·V DQG WKH ¶IDUPHUV· SDUWLHV·· DWWDFNV MRE ORVVHV XQIDLU FRPSHWLWLRQ
SOXQJLQJ SULFHV DV ZHOO DV LQ WKH FRXQWHUDUJXPHQWV E\ &(7$·V VXSSRUWHUV WKH






2Q WKH ¶LQVLGH· WKH&62V VRXJKW FRQWDFWVZLWK GHFLVLRQPDNHUVGLUHFWO\ HLWKHU E\
PHHWLQJZLWKWKHFLYLOVHUYLFHRUWKHPLQLVWHURUE\VHQGLQJ WKHPOHWWHUV$VFDQEH
JOHDQHGIURPWKH&62V·FRPPHQWVDERXWWKHLUOLPLWHGSUHFDPSDLJQRQ&(7$
LW VHHPV WKDW WKHVH FRQWDFWV ZHUH H[WUHPHO\ OLPLWHG GXULQJ WKH QHJRWLDWLRQV 7KH
:2%ILOHVDOVRGRQRWVKRZDQ\DFWLYLW\IURPWKH&62VLQWKLVSHULRG ,QIDFW WKH\
WHOOXV WKDW LQ VRPHGRPDLQV WKDWZRXOGODWHU FRPHXSPRUHVSHFLILFDOO\UHODWHG WR
DQLPDOZHOIDUHDQGWKHXVHRI*02VDQGKRUPRQHVWKHUHZHUHOLWWOHWRQRUHPDUNV
E\ VRFLHWDO DFWRUV  :2%   0HPR6FKRRQBUHGDFWHG  0DUFK 2QO\ RQ
LQYHVWPHQW SURWHFWLRQ LV WKHUH UHDVRQ WR H[SHFW WKDW WKHUH KDG EHHQ VRPH DFWLYLW\
EHFDXVHWKH6%QHWZRUNZKLFKLQFOXGHG6202DQG71,DWWKHWLPHGLGGRVRPH





UROH RI WKH 'XWFK LQ WKHVH GLVFXVVLRQV LW VHHPV XQOLNHO\ WKDW WKH\ GLG QRW WU\ WR













:KHQ3ORXPHQHQWHUHGRIILFH WKH1*2V WKDWZRUNHGRQWUDGLQJ LQFOXGLQJ71,
ZHUH LQYLWHG WR FRPH WDON WR WKH PLQLVWHU 7KH\ ZDQWHG WR KDYH D PRUH RSHQ
UHODWLRQVKLSZLWKWKH1*2VDQGWRKDYHUHJXODUWDONVRQWKH)7$V²QRW MXVW&(7$
DQG77,3 EXW DOVR RWKHU RQJRLQJQHJRWLDWLRQV DOWKRXJKZHUH JUDGXDOO\ SXVKHG WR
WKHPDUJLQDVWKH77,3&(7$FDPSDLJQJDLQHGVSHHG71,UHSRUWVWKDWWKHPLQLVWU\
ZDV VRPHWLPHV YHU\ IUXVWUDWHG RYHU EHLQJ ¶RXWJXQQHG· WKH\ RQO\ KDG RQH SHUVRQ
ZRUNLQJ RQ WKH GHDOV ZKLOH WKH 1*2V ZHUH ZLWK VR PDQ\ $IWHU VRPH WLPH WKH
UHODWLRQVKLSZLWKWKHPLQLVWU\EHFDPHPRUHKRVWLOHWKH\EHFDPHPRUHUHOXFWDQWDQG
WKH ,0+·V GLUHFWRU VWDUWHG SLFNLQJ ILJKWV RQ WZLWWHU $FFRUGLQJ WR 71, LW EHFDPH
PRUH DQGPRUH GLIILFXOW WR KDYH WDONV DERXW &(7$ RU 77,3 DQG LQ  WKH\ JRW
¶ORFNHGRXW·2QO\ZKHQ3ORXPHQDQQRXQFHGKHU¶UHVHW·DQGWKHQHZKDQGHOVEHUDDG
GLG RSHQ GLVFXVVLRQV UHFRPPHQFH ,QWHUYLHZ  71,   7KH $OOLDQFH·V
FRRUGLQDWRUKDGH[SHULHQFHGWKHVDPHG\QDPLFWKHIUHTXHQF\RIGLVFXVVLRQVEHFDPH
ORZHU DQG WKH G\QDPLF RI WKH FRQYHUVDWLRQV ZLWK WKH PLQLVWU\ DOVR DOWHUHG 7KH
&RDOLWLRQKDGDERXWVL[FRQYHUVDWLRQVZLWKWKHPLQLVWU\RYHUWKHFRXUVHRIWZR\HDUV
EXW ZKHQ WKH LVVXH EHFDPHPRUH WHQVH SROLWLFDOO\ WKH PHHWLQJV ZHUH LQFUHDVLQJO\
UHGXFHG WR ERWK VLGHV DJDLQ SUHVHQWLQJ WKHLU SRVLWLRQV  ZLWKRXW HQJDJLQJ LQ D
PHDQLQJIXO GLDORJXH ,QWHUYLHZ  &62 &RRUGLQDWRU  +H FRQILUPHG WKH
DQWDJRQLVWLFDWWLWXGHRIWKH,0+·VFKLHI·VRQOLQHSHUVRQD
7KHRWKHU1*2VZHUHHYHQPRUHVNHSWLFDORIWKHPLQLVWU\·VRSHQQHVV$FFRUGLQJWR
)RRGZDWFK WKHUHZDV LQLWLDOO\ QR WUDFH RI DQ\ WUXH SDUWLFLSDWLRQ WKH\ IHOW OLNH WKH
FRQVXOWDWLRQV RUJDQL]HG E\ IRUHLJQ DIIDLUV ZHUH PHUHO\ ¶ZLQGRZ GUHVVLQJ· ,W
ZDVQ·W XQWLO WKH RSSRVLWLRQ DJDLQVW WKH GHDOV JUHZ WKDW WKHPLQLVWU\ EHFDPHPRUH
ZLOOLQJ WR OHQG WKHP DQ HDU ,QWHUYLHZ  )RRGZDWFK  0LOLHXGHIHQVLH DOVR
FODLPHG WKDW WKHUH KDG RQO\ EHHQ RFFDVLRQDO DGKRF FRQWDFWV ZLWK IRUHLJQ DIIDLUV

 $FFRUGLQJ WR WKH FRRUGLQDWRU DW ILUVW WKH\ IHOW WKDW WKH FLYLO VHUYDQWV ZHUH SOHDVHG WR HQJDJH LQ D ELW RI
¶VSDUULQJ·DERXWWKHVXEVWDQFHRIWKHGHDO%XWODWHUZKHQLWEHFDPHFOHDUWKDWWKH&62V·QDUUDWLYHZDVDFWXDOO\
WKUHDWHQLQJWKHLUSRVLWLRQDOVRRQDPRUHWHFKQLFDOOHYHODQGZKHQLWWKXVEHFDPHFOHDUWKDWIHHGLQJWKHPZLWK







VWUXFWXUHG7KH\ VSRNH WR WKHPLQLVWHU LQSHUVRQRQ WZRRFFDVLRQV RQFHDIWHU WKH\
ODXQFKHG WKHLUPDQLIHVWRZLWK WKH IDUPHUVDQGRQFHDVSDUWRI WKH&62FRDOLWLRQ 
DIWHUDSDUOLDPHQWDU\GHEDWHLQZKLFK03VFDOOHGRQWKHPLQLVWHUWRDJDLQPHHWFLYLO
VRFLHW\DQGGLVFXVVWKHLUFRPSODLQWV+RZHYHUWKHODWWHUPHHWLQJDOVRLQFOXGHG/72
1HGHUODQG DQG 9121&:  ,QWHUYLHZ  0LOLHXGHIHQVLH  7KH\ ZHUH DOVR
VRPHZKDWVNHSWLFDORIWKHLQIRUPDWLRQWKDWZDVIHGWRWKHPDQGWKHSDUOLDPHQWE\







7KDQNV WR WKH 6(5 DQG WKH ¶SRVLWLRQ RI WKH SROGHU· WKH\ DUH FORVHU WR WKH VHDWV RI
SROLF\PDNLQJ SRZHU WKDQ WKH1*2V+RZHYHU DOWKRXJK WKH\ZHUH FRQVXOWHG RQ
77,3&(7$DVSDUWRIWKHUHJXODUPHHWLQJVRYHUWKHVHNLQGVRILQWHUQDWLRQDOWUHDWLHV
WKH\GLGQRWIHHOWKDWWKHLULQSXWZDVEHLQJXVHGWKDWPXFKE\WKHPLQLVWU\2QO\WKH
DGYLFH WKDW WKH\ FUHDWHG LQ WKH 6(5 WRJHWKHUZLWK WKH HPSOR\HUVZDV UHDOO\ WDNHQ
VHULRXVO\VHHEHORZ,QWHUYLHZ)19











WKHPLQLVWULHV DOWKRXJK WKH\ FOHDUO\HQMR\HGJRRGDFFHVV WKH\GLGQRW VHHP WR IHHO
WKDW WKHLU LQSXW ZDV UHDOO\ WDNHQ LQWR DFFRXQW DQG DV , GLVFXVVHG EHIRUH WKHLU
LQYROYHPHQWZLWK WKH77,3&(7$FDPSDLJQRQO\JRW JRLQJ LQ+RZHYHU WKH
)19GLGSOD\DQLPSRUWDQWUROHLQRQHRIWKHSROGHU·VPDLQSRVWZDULQVWLWXWLRQVWKH
6(5 ,Q  LQ UHVSRQVH WR SUHVVXUH IURP WKH SDUOLDPHQW 3ORXPHQ UHTXHVWHG DQ
DGYLFHRQ77,3E\WKH6(5$V,VKRZHGDERYHWKLVDGYLFHSOD\HGDQLPSRUWDQWUROH
LQ WKH VXEVHTXHQW SDUOLDPHQWDU\ DQG SXEOLF GHEDWHV RQ &(7$ DV ZHOO DV 77,3
DOWKRXJK LW·V DOVR FOHDU WKDW WKH DGYLFHZDV LQWHUSUHWHG LQYDU\LQJZD\V DFURVV WKH




$SDUW IURP WKH ¶LQWHUVHFWRUDO· OHYHO·V FROOHFWLYHO\ DJUHHG SRVLWLRQV DQG DFWLRQV WKHUHZDV DOVR DXWRQRPRXV
OREE\LQJE\WKH)19·VVHFWRUDOVHFWLRQVRQSDUWVRIWKHGHDOVWKDWWKH\IHOWPRUHVWURQJO\DERXW7KHLQWHUHVWVRI
WKHVHYDULRXV VHFWRUVGLGQRWDOZD\VQHDWO\DOLJQEXW WKLVGLGQRW OHDG WR LQWHUQDO VWUXJJOHVRU WHQVLRQV LW MXVW








7KH DGYLFH ZDV SXEOLVKHG LQ $SULO  DQG LW SXW IRUZDUG VHYHQ FULWHULD IRU
DVVHVVLQJ 77,3 L ¶LW PXVW VWULYH WR IRFXV WKH JOREDOL]DWLRQ SURFHVV RQ LQFUHDVLQJ VRFLDO
SURVSHULW\ WKDW LV VXVWDLQDEOH LQFOXGLQJ LQ HPHUJLQJ HFRQRPLHV DQG GHYHORSLQJ FRXQWULHV
>«@·LL¶SURPRWH(XURSHDQYDOXHVLQFOXGLQJWKHSURWHFWLRQRIKXPDQULJKWVDQGZRUNHUV·
ULJKWVWKHHQYLURQPHQWGHPRFUDF\DQGWKHUXOHRIODZ>«@·LLLDOORZ¶WKH(8WRPDLQWDLQ
DQG LIQHHGHGUDLVH LWVUHODWLYHO\KLJK OHYHORISURWHFWLRQERWKLQ OHJLVODWLRQDQGUHJXODWLRQV
DQGYLDRWKHUSROLF\PHDVXUHVSURYLVLRQVIRUUHJXODWRU\FRRSHUDWLRQWKHOLEHUDOL]DWLRQRIWKH
VHUYLFHVPDUNHW WKH ORZHULQJ RI WDULIIV DQGDUUDQJHPHQWV IRU LQYHVWPHQWSURWHFWLRQVKRXOG
QRWEHGHWULPHQWDOWRWKLV·LY>«@DOORZ¶JRYHUQPHQWVWRUHWDLQVXIILFLHQWSROLF\OHHZD\WR
EHDEOHWRDGHTXDWHO\VDIHJXDUGDQGLPSURYHWKHOHYHOVRISURWHFWLRQDIIRUGHGWRSHRSOHDQGWKH
HQYLURQPHQW· DQG Y >«@ DOORZ ¶JRYHUQPHQWV WR UHWDLQ WKH SRWHQWLDO WR GHFODUH FHUWDLQ
VHUYLFHVWREH´RIJHQHUDOSXEOLFLQWHUHVWµDQGWKXVWRH[FOXGHWKHP>«@·)LQDOO\WKHDGYLFH
FDOOHG IRU YL ¶IODQNLQJ SROLFLHV LQ RUGHU WR SURSHUO\ PDQDJH WKH HIIHFWV RI WUDGH DQG
LQYHVWPHQWDJUHHPHQWVDQGYLL
SURPRWHGJUHDWHUWUDQVSDUHQF\RIWUDGHQHJRWLDWLRQV




RQ PDQ\ H[SHUWV IURP WKHLU QHWZRUN 7KH ZLGHU FRDOLWLRQ ODUJHO\ HPEUDFHG WKH
UHVXOWLQJ WH[W EHFDXVH LWZDV D ELJ YLFWRU\ IRU WKH )19 WKDW WKH\ZHUH DEOH WR JHW
LQFOXGH D VWDWHPHQWZKLFK VDLG WKDW ,6'6 DQG ,&6ZDVQRW QHFHVVDU\ EHWZHHQ WZR




7KH &62VPHWZLWK WKHPLQLVWU\ RQ VHYHUDO RFFDVLRQV WR GLVFXVV 77,3 DQG&(7$
)URP GRFXPHQWV UHOHDVHG WKURXJK WKH ¶:2%· UHTXHVW ZH NQRZ WKDW 3ORXPHQ
UHFHLYHGVHYHUDOOHWWHUVDERXW,6'6IURPWKH&62VLQDQGDERXWDZLGHUUDQJH

2QSDJHVRI WKHUHSRUW LW VWDWHV ¶$FFRUGLQJ WR WKH6(5D VHSDUDWH LQYHVWPHQWDUELWUDWLRQPHFKDQLVP LQDQG
EHWZHHQ SURSHUO\ IXQFWLRQLQJ DQG KLJKO\ GHYHORSHG OHJDO V\VWHPV LV QRW QHFHVVDU\ 7KH 6(5 EHOLHYHV WKDW WKH ´UR\DO
URXWHµ LQYROYHV LPSURYLQJ WKH OHJDO V\VWHPV LQ WKH FRXQWULHV FRQFHUQHG· +RZHYHU LW DGGV ¶$Q ,&6 FRXOG SURYLGH D
VROXWLRQXQWLOVXFKWLPHDVDOOWKH(8PHPEHUVWDWHVDQGDOOWKH866WDWHVKDYHDSURSHUO\ IXQFWLRQLQJOHJDOV\VWHP,WLV
WKHUHIRUHUHOHYDQWZKHWKHUQDWLRQDOV\VWHPVFDQEHH[SHFWHGZLWKLQWKHIRUHVHHDEOHIXWXUHWRSURYLGHVXIILFLHQWJXDUDQWHHVIRU
LQYHVWPHQW SURWHFWLRQ WKH ´UR\DO URXWHµ· ,&6,6'6 DOVR UHPDLQHG WKH RQO\ VHFWLRQZKHUH WKHUHZDV DQ H[SOLFLW
UHPDUNIURPWKHWUDGHXQLRQVDVVHSDUDWHIURPWKH6(5·VVRFLDOSDUWQHUV·RSLQLRQ¶1RQHRIWKLVDOWHUVWKHIDFWWKDW
² LQ WKH H\HV RI WKH WUDGHXQLRQPRYHPHQW² WKHUHZRXOG VWLOO EH DRQHVLGHG IRUPRI GLVSXWH UHVROXWLRQ LQ WKH LQWHUHVW RI
IRUHLJQLQYHVWRUVZLWKRXWJXDUDQWHHVRIDEDODQFHGFRQVLGHUDWLRQRILQWHUHVWVLQUHODWLRQWRRWKHULQWHUHVWVSXEOLFLQWHUHVWV
SHRSOHDQGWKHHQYLURQPHQWODERXUVWDQGDUGV7KLVDVSHFWZLOOKDYHWREHDVVHVVHGZLWKLQWKHFRQWH[WRIZKHWKHU77,3ZLOO











&62V· DUJXPHQWV WKH :2% ILOHV ZLWK WKH OHWWHUV IURP WKH &62V DOPRVW DOZD\V
LQFOXGH D ZULWWHQ UHVSRQVH E\ 3ORXPHQ DORQJ ZLWK D SUHSDUDWRU\ PHPR E\ WKH








,W VHHPV WKDW PRVW RI WKHVH FRPPXQLFDWLRQV KDSSHQHG LQ  DW WKH HDUOLHVW
DOWKRXJK WKLVPD\ EH GXH WR WKHZDQLQJPHPRU\ RIP\ UHVSRQGHQWV JDSV LQ WKH
:2%ILOHVDQGWKHODFNRIDSDSHUWUDLORIHDUOLHUPHHWLQJV+RZHYHUFRQVLGHULQJWKH
SUHYLRXVVWHSVRIWKHPHFKDQLVP,WKLQNLWLVXQOLNHO\WKDWPDQ\&62VDWWHPSWHGWR
JHW LQ WRXFK ZLWK WKH PLQLVWU\ EHIRUH  2QO\ 71, DQG 6202 PD\ KDYH
XQGHUWDNHQ VXFK OREE\LQJ UHODWHG WR WKH LQYHVWPHQW FKDSWHU EXW DV , GLVFXVVHG











$IWHU  WKH &62V ZHUH PRGHUDWHO\ VXFFHVVIXO DW SROLWLFL]LQJ WKH )7$V DQG
JDWKHUHG D UHODWLYHO\ KHWHURJHQHRXV JURXS RI DFWRUV DFWLYLVWV DV ZHOO DV ELJ
LQVWLWXWLRQDOL]HG SOD\HUV VXFK KDV WKH XQLRQV RU WKH FRQVXPHUV· RUJDQL]DWLRQ OHIW
ZLQJ DVVRFLDWLRQV DVZHOO DV D QXPEHU RI WUDGLWLRQDOO\ ULJKWZLQJ IDUPHUV· JURXSV
SDUOLDPHQWDU\ DFWLYLW\ LQFUHDVHGPDUNHGO\ DQG D QXPEHU RI SDUWLHV EHFDPH HLWKHU
IHUYHQWRUFDXWLRXVFULWLFVRIWKHGHDORIWHQHFKRLQJWKHFULWLFLVPVUDLVHGE\WKH&62V
7KLV DOVR OHG WR D QXPEHU RI FOHDU ¶PRWLRQV· IURP WKH SDUOLDPHQW FDOOLQJ RQ WKH
JRYHUQPHQW WR FKDQJH LWV SRVLWLRQ 7KHVH UHVROXWLRQV ZHUHPRUHRYHU GLUHFWHG DW D

)RRGZDWFKVHQWIRXUOHWWHUVWR3ORXPHQLQ:2%'RFXPHQWWKDW)RRGZDWFK&RQVXPHQWHQERQG	
%RWK(QGVVHQW3ORXPHQDOHWWHU LQ6HSWHPEHU :2% 'RFXPHQW WKDWD ¶KXPDQULJKWVPRYHPHQW·VHQW
RQHLQWKDW6202	71,VHQWDMRLQWOHWWHURQ,6'6LQ:2%'RFXPHQWWKDW0LOLHXGHIHQVLHVHQWDPDLO
DERXW,6'6 LQ6HSWHPEHU :2% 'RFXPHQWDQGWKDW WKH$OJHPHQH2QGHUZLMVERQG WHDFKHUV·XQLRQ
VHQWDPDLODERXW,6'6LQ1RYHPEHU:2%'RFXPHQW7KHPLQLVWHUDOVRUHFHLYHGVHYHUDOOHWWHUVIURP
ORFDO FRPPXQLWLHV WKDW KDGGHFODUHG WKHPVHOYHV77,3&(7$ IUHH :2% 'RFXPHQW3UHSDUDWRU\PHPRV
IRUPHHWLQJVDOVRLQFOXGHGLQWKLV:2%PRUHRYHUFRQILUPWKDW3ORXPHQKDGDPHHWLQJZLWKWKHWUDGHXQLRQV
1*2V DQG /72 LQ 2FWREHU  RQH ZLWK WKH ¶77,3 HQ /DQGERXZFRDOLWLH· LQ 6HSWHPEHU   RQHZLWK DQ






DOVR HQJDJLQJ WKH JRYHUQLQJ SDUWLHV LQ WKH SDUOLDPHQW WKH 99' UHPDLQHG ILHUFHO\
RSSRVHGWRWKHLUGHPDQGVZKLOHWKH3YG$ZDVWRUQDWEHVWEXWXOWLPDWHO\GHIHQGHG
WKH DFFRUG 7KH GRPLQDQFH RI WKH &62V LQ WKH SUHVV DOVR VWDUWHGZDQLQJ RYHU WKH
FRXUVH RI  DQG DOWKRXJK D VL]HDEOH FKXQN RI WKH HOHFWRUDWH EHFDPH DZDUH RI
77,3&(7$ WKHUH ZDV QHYHU D PDMRULW\ WKDW RSSRVHG WKH GHDO $OO LQ DOO WKHLU
PRELOL]DWLRQV ¶LQ WKH VWUHHW· UHPDLQHG YHU\ VPDOO DV ZHOO DOWKRXJK WKHLU RQOLQH
SHWLWLRQV ZHUH PRUH VXFFHVVIXO 0RUHRYHU WDNLQJ LQWR FRQVLGHUDWLRQ WKDW WKDW WKH
QHJRWLDWLRQV KDG EHHQ FRQFOXGHG DQG WKDW WKH VFRSH IRU PRGLILFDWLRQV ZDV YHU\
QDUURZ UHFHSWLYLW\ZDV DUJXDEO\ IXUWKHU SXVKHGGRZQZDUGV LW WKHUHIRUH DSSHDUV





WKH RSSRQHQWV RI &(7$77,3 ZHUH YHU\ VXFFHVVIXO LQ GUDZLQJ DWWHQWLRQ WR DQG
GRPLQDWLQJWKHGLVFXVVLRQRQWKHVH)7$V,QWHUYLHZ+HDGRI,0+,QWHUYLHZ
/721HGHUODQG,QWHUYLHZ1HWKHUODQGV0DULWLPH7HFKQRORJ\,QWHUYLHZ
 71,   7KH\ LQIOXHQFHG ERWK WKH SXEOLF WKHPHGLD·V DQG WKH SDUOLDPHQW·V
DJHQGD7KLVZDVDOVRHYLGHQWIURPDORWRIWKHRWKHUHYLGHQFHSURYLGHGDERYH'LG
WKLVDOVRUHVXOWLQDFWXDOFKDQJHVWRWKH'XWFKSRVLWLRQ"
$FFRUGLQJ WR WKHLU RZQ DVVHVVPHQW WKH PRVW WDQJLEOH UHVXOW RI WKH FRDOLWLRQ·V
FDPSDLJQZDVWKHUHIRUPRI,6'6LQ&(7$7KH,6'6V\VWHPZDVDYHU\LPSRUWDQW
WDUJHW RI WKH 1*2·V FDPSDLJQ DQG WKH\ VXFFHVVIXOO\ WXUQHG LW  LQWR RI WKH PRVW
FRQWURYHUVLDO DVSHFWV RI WKH GHDO  ERWK DPRQJ WKH SXEOLF DQG LQ WKH SDUOLDPHQW
:LWKRXW WKHLU SUHVVXUH ,6'6 LQ &(7$ ZRXOG QHYHU KDYH PRUSKHG LQWR ,&6
,QWHUYLHZ&62&RRUGLQDWRU,QWHUYLHZ71,,QWHUYLHZ71,
$V,GLVFXVV LQWKHVHFWLRQRQGHFLVLRQPDNHUV·SUHIHUHQFHV WKLVZDVDFNQRZOHGJHG
E\ WKH PLQLVWU\ LWVHOI $SDUW IURP WKHVH DVVHVVPHQWV RI WKH YDULRXV VLGHV WKH









PHFKDQLVP RI LQWHUQDO :2% GRFXPHQWV DV ZHOO DV SXEOLF UHPDUNV E\ GHFLVLRQ
PDNHUV WKH SDWWHUQ RI'XWFKSRVLWLRQLQJ LQ WKHSDVW DQG WKH VHTXHQFH RI SUHVVXUH
DQGSRVLWLRQDOFKDQJHVUHMHFWVIDOVLILFDWLRQDQGWRVRPHH[WHQWFRQILUPVWKHLQIOXHQFH
RI WKLV ¶RXWVLGH OREE\LQJ· RQ WKH 'XWFK SRVLWLRQ LQ D QXPEHU RI DUHDV 7KLV
PHFKDQLVPRIIHUVDSODXVLEOHH[SODQDWLRQIRU WKH1HWKHUODQG·VVKLIWRQ,6'6IRU LWV
FDOO IRUYDULRXV UHVWULFWLRQVRQ WKH VFRSHRISURYLVLRQDODSSOLFDWLRQ IRU LWV UHSHDWHG


FDOOV IRU PRUH RSHQQHVV IURP WKH &RPPLVVLRQ DQG IRU LWV VXSSRUW RI D ELQGLQJ
LQWHUSUHWDWLYHGHFODUDWLRQ
)DOVLILFDWLRQRI&62LQIOXHQFHVHHPVZDUUDQWHGIRUDQXPEHURIRWKHULVVXHV
L 7KH\ GLG QRW WDNH DQ\ SRVLWLRQV RQ PDQ\ RWKHU DVSHFWV RI WKH GHDO QRWDEO\
UHODWHGWRRIIHQVLYHGHIHQVLYHPDUNHWRSHQLQJLQVHUYLFHVH[FHSWRQSXEOLFVHUYLFHV
EXW WKH 1HWKHUODQGV GLG QRW LQFOXGH DQ\ UHOHYDQW UHVHUYDWLRQV KHUH FIU %HOJLDQ
SRVLWLRQVHH%HOJLDQRXWFRPHRURQRIIHQVLYHGHIHQVLYHJRRGVWUDGHRYHUDOO WKH\
VHHPHG ILQHZLWK WUDGH OLEHUDOL]DWLRQ DV VXFK'XULQJ WKH QHJRWLDWLRQV XQWLO 
WKH\ VHHP WR KDYH EHHQ FRPSOHWHO\ XQLQYROYHG VR WKHUH LV DOVR QR DWWULEXWLQJ WKH
VLPLODULW\WRVRPHH[WHQWRIFHUWDLQ'XWFKQHJRWLDWLQJSRVLWLRQVZLWK&62GHPDQGV
WR WKH ODWWHU·V VXEVHTXHQW LQ  OREE\LQJFDPSDLJQLQJ 6HH IRU H[DPSOH WKH




RU FRXOG DUJXDEO\ UHODWH WR WKHLU RVWHQVLEOH SUHIHUHQFHV WKH\ GLG QRW UHVXOW IURP
GLUHFWOREE\LQJFDPSDLJQLQJ





RI WKHLURZQFDPSDLJQ ,GLGQRW IXUWKHU LQYHVWLJDWH WKLVGLPHQVLRQRI WKHSRVLWLRQ
DQ\IXUWKHUIRUODFNRIHPSLULFDOOHDGVDQGWLPH
LL 7KH\ DOVR WRRN FHUWDLQ SRVLWLRQV ZKLFK WKHQ GLG QRW OHDG WR DQ\ SRVLWLRQDO
FKDQJH 7KH 1HWKHUODQGV GLG QRW FKDQJH DQG DV ZH ZLOO VHH GHFLVLRQ PDNHUV
RSHQO\UHVLVWHGFKDQJLQJLWVSRVLWLRQRQIRUH[DPSOHQHJDWLYHOLVWLQJRULWVSRVLWLRQ
WKDW QRUPV DQG VWDQGDUGVZHUH VXIILFLHQWO\ SURWHFWHG LW GLG QRW UHMHFW SURYLVLRQDO
DSSOLFDWLRQ GLG QRW VXSSRUW UHRSHQLQJ WKH WUHDW\ DQG HYHQWXDOO\ VLJQHG WKH







LLL 7KHUH LV DQRWKHU SODXVLEOH WKHRU\ IRU VRPH RI WKH SRVLWLRQDO FKDQJHV WKDW ZH
REVHUYHG DQG KHUH DVFULEHG WR &62 SUHVVXUH GHFLVLRQ PDNHUV DXWRQRPRXVO\
FKDQJLQJSUHIHUHQFHV,ZLOOGLVFXVVWKLVLQDVHSDUDWHPHFKDQLVPDQGZLOOWKHQFRPH
WR DQ RYHUODSSLQJ H[SODQDWRU\ V\QWKHVLV RI WKH 'XWFK SRVLWLRQ LQ WKH FRQFOXGLQJ
VHFWLRQRIWKLVFRXQWU\FDVHVWXG\
$SDUW IURP WKH'XWFK VXEVWDQWLYH SRVLWLRQ DW WKH (8 OHYHO WKH&62VGLG IHHO WKDW
WKH\KDGEHHQPRGHUDWHO\ VXFFHVVIXO DW LQIOXHQFLQJ WKHGRPHVWLF ¶SURFHVV·RI WUDGH
SROLWLFV$IWHU WKHLU FDPSDLJQJDLQHG VSHHG DQG WKHSXEOLF DQGSROLWLFDO DZDUHQHVV




KHU ¶UHVHW· RI WUDGHSROLF\DQG WKH FUHDWLRQRI WKH ¶KDQGHOVEHUDDG·)RU VRPHSDUWQHUV
FRPPXQLFDWLQJ ZLWK IRUHLJQ DIIDLUV UHPDLQHG GLIILFXOW HVSHFLDOO\ IRU WKRVH WKDW
ZHUHQ·W LQYLWHG WR WKH KDQGHOVEHUDDG RWKHUV ZHUH TXLWH SOHDVHG ZLWK WKLV SURFHVV




ORVV RI VXSSRUW IRU 77,3 RU &(7$ ZKLOH IDLOLQJ WR WDEOH DQ\WKLQJ WKDW ZDV
VXEVWDQWLYHO\ QRYHO FRPSDUHG WR SUHYLRXV \HDUV ,QWHUYLHZ  )RRGZDWFK 








OLQH DQG WKH\ KDGQ·W \HW EHHQ DEOH WR FUHDWH WKH UHTXLVLWH SUHVVXUH WR IRUFH KHU WR
FKDQJH KHU SRVLWLRQ ,QWHUYLHZ  0LOLHXGHIHQVLH  7KH WUDGH XQLRQV ZHUH
VRPHZKDWPRUHFKHHUIXODERXWWKHFXUUHQWRXWFRPH7KH\IHOWOLNHWKHUHKDGEHHQDW
OHDVW VRPH DFNQRZOHGJHPHQW RI WKHZRUULHV YRLFHGE\ WKH FDPSDLJQ HYHQ WKRXJK
WKH\ ZRXOG KDYH SUHIHUUHG LW LI WKH 1HWKHUODQGV KDG QRW \HW VXSSRUWHG WKH GHDO
EHFDXVH VXEVWDQWLDO SUREOHPV UHPDLQHG SXEOLF VHUYLFHV ZHUH VWLOO WKUHDWHQHG WKH
VXVWDLQDELOLW\FKDSWHUVZHUHQRQHQIRUFHDEOHDQGWKHLQYHVWRUVWDWHDUELWUDJHV\VWHP
DOWKRXJK UHIRUPHG LQWR ,&6 ZDV VWLOO XQGHVLUDEOH EHFDXVH LW VWLOO VHW XS D SDUDOOHO
MXGLFLDU\ IRU LQYHVWRUV EHWZHHQ WZR ¶GHYHORSHG GHPRFUDFLHV ZLWKZHOOIXQFWLRQLQJ OHJDO
V\VWHPV·,QWHUYLHZ)19
$OWKRXJKWKHLULQIOXHQFHLV,EHOLHYH LQGLVSXWDEOHDVRILWVWLOOUHPDLQHGTXLWH
PRGHVW LQ WHUPVRI ¶JRDODWWDLQPHQW· WKH WUHDW\ VWLOOKDVPDQ\ VKRUWFRPLQJVZKLFK
WKH&62VEHOLHYHDUHIXQGDPHQWDODQGWKH\ZRXOGUDWKHUVHH LWUHMHFWHGDOWRJHWKHU
7KLVPLJKW VWLOO FKDQJH LI WKH\ VXFFHVVIXOO\ ODXQFK DQGZLQ D UHIHUHQGXP DERXW
ZKLFKWKH\UHPDLQHGRSWLPLVWLF,QWHUYLHZ)RRGZDWFK
 


























































































































WKHP WR GHYHORS D SUHIHUHQFH WR FRPPXQLFDWH WKLV WR GHFLVLRQ PDNHUV WR H[HUW
LQIOXHQFHRQWKH'XWFKSRVLWLRQ"
3UHIHUHQFHV
6LQFH ¶FDSLWDO· LV WKH DEXQGDQW IDFWRU LQ WKH 1HWKHUODQGV UDWKHU WKDQ ODERU WKH
+HFNVFKHU2KOLQ WKHRU\ ZRXOG OHDG XV WR H[SHFW HPSOR\HUV DV D ¶FODVV· WR EH
JHQHUDOO\ VXSSRUWLYH RI IUHHU WUDGH $UJXDEO\ WKLV LV DOVR VXSSRUWHG E\ WKH ODUJH
PHDVXUDEOHWUDGHGHSHQGHQF\RI'XWFKSURGXFWLRQDQGH[SRUWVZKLFK,GLVFXVVHGLQ
WKHSUHYLRXV FKDSWHU:LGHVSUHDG UHVLVWDQFH DJDLQVW DGHDOZLWK&DQDGDZRXOGEH
H[WUHPHO\VXUSULVLQJ,H[SHFWWKDWWKHEDVLFVWDQFHRI¶EXVLQHVV·ZDVLQIDYRURIDQ\
)7$LQFOXGLQJ&(7$
+RZHYHU WKLV LV QRW QHFHVVDULO\ WUXH DFURVV VHFWRUV RU ILUPV DQG LV OHVV KHOSIXO
ZKHQ ZH·UH LQWHUHVWHG LQ WKHLU PRUH VSHFLILF VXSSRUW IRU RU UHVLVWDQFH DJDLQVW
SDUWLFXODU DVSHFWV RI D GHDO ZLWK &DQDGD ,W LV DOVR OHVV KHOSIXO ZKHQZH QHHG WR
DVVHVVWKHLPSRUWDQFHRIWKLV)7$LQOLJKWRIWKHODUJHFRVWVDVVRFLDWHGZLWKIROORZLQJ
DQG LQIOXHQFLQJ WUDGH SROLF\ ² HVSHFLDOO\ IRU PRUH FRPSOH[ JOREDOO\ LQWHJUDWHG
VHFWRUV
7RDVVHVVWKHSRWHQWLDOLPSRUWDQFHRI&(7$IRUDYDULHW\RIVHFWRUV,KDYHIROORZHG
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7KHVHPHWULFV VKRZ WKDW WKH1HWKHUODQG·VPHUFKDQGLVH WUDGH FRUUHODWLRQ LQGH[ IRU
&DQDGDZDVEDVLFDOO\ ]HUR IRU\HDUVPHDQLQJ WKDW LQ DJJUHJDWH WKHVH FRXQWULHVGR




VLJQLQJ D 37$ 7KLV H[SHFWDWLRQ LV IXUWKHU VWUHQJWKHQHG E\ WKH ORZ RYHUDOO




FKHFNHG IRU IXUWKHU YDULDWLRQ DW WKH VXEVHFWRUDO OHYHO ZKHUH WKH VDPH DQDO\VLV
UHYHDOHGWKDWWKHUHZHUHPRGHVWO\PRUHVXEVWDQWLDOH[SRUWVLQ¶ZRRGDQGFRUN·
RI WRWDOQRQ(8 LQ\DUQ DQG LQEHYHUDJHV DQG WKHUHZHUH VXEVWDQWLDO
LPSRUWV LQ VRPH SULPDU\ JRRGV RLOV DQG IDWV DQLPDO VNLQV WLPEHU DQRUJDQLF
FKHPLFDOVDQGIHUWLOL]HUV+RZHYHU WKHSLFWXUH LV WKHVDPHPRVWO\ WKHUHZHUH IHZ
VXEVHFWRUV LQ WKH 1HWKHUODQGV ZLWK D VLJQLILFDQW H[LVWLQJ VWDNH LQ WUDGH ZLWK
&DQDGDLQ7KHGDWDIXUWKHUVKRZWKDWWKH&DQDGLDQPDUNHWKDVEHHQ TXLWHD
VPDOOWDUJHWIRUVHUYLFHVLQUHFHQW\HDUVLQFUHDVLQJLQDEVROXWHQXPEHUVEXWQRWDVD
VKDUH RI WRWDO VHUYLFHV H[SRUWV 'XWFK ILUPV KDYH LQFUHDVLQJO\ LQYHVWHG LQ &DQDGD
ZLWK'XWFK)', VWRFNGRXEOLQJ LQ LPSRUWDQFHVLQFH WKHHDUO\VEXWDOO LQDOO LW
ZDV VWLOO RQO\ D PRGHVW UHFLSLHQW LQ  9LFH YHUVD HYHQ WKRXJK LQ DEVROXWH
QXPEHUV LQYHVWPHQW IURP&DQDGDKDVNHSW ULVLQJ&DQDGDKROGVRQO\DYHU\ VPDOO
VKDUHRIIRUHLJQLQYHVWPHQWVLQWKH1HWKHUODQGV
$VDURXJKKHXULVWLFWKHVHILJXUHVWHOOXVWKDWWKHVWDNHVIRU'XWFKEXVLQHVVZHUHQRW
YHU\ KLJK +RZHYHU WKH\ PD\ KDYH KLGGHQ LQWHUGHSHQGHQFLHV DQG PRUH
LPSRUWDQWO\PDUNHWRSSRUWXQLWLHVWKDWWKHVHGDWDFDQQRWJUDVSLHWKHUHPD\EHQR
WUDGH RU LQYHVWPHQW EHFDXVH RI WDULIIV 17%V «   7KLV UHTXLUHV PRUH GDWD DQG
PRGHOLQJIRUZKLFK,WXUQWRWKH&RPPLVVLRQ·V-RLQW,PSDFW$VVHVVPHQW$OWKRXJK
WKHVH GDWD DUH QRW FRXQWU\VSHFLILF WKH\ PD\ VWLOO SRLQW WRZDUGV VSHFLILF VHFWRUDO
WKUHDWV DQG RSSRUWXQLWLHV 7KH VXVWDLQDEOH LPSDFW DVVHVVPHQW HVWLPDWHG EDVHG RQ
VHYHUDOPRGHOLQJVFHQDULR·VWKDWDGHDOZRXOGKDYHWKHPRVWQHJDWLYHHIIHFWVRQ(8
SURGXFHUV RI EHHIDQG SDUWLFXODUO\ SRUNZKLOH WKH(8 VWRRG WRJDLQ SDUWLFXODUO\
IURP EHWWHU DFFHVV LQ GDLU\ ² LQ SDUWLFXODU IURP WKH UHPRYDO RI 17%V LQ WKH
SURGXFWLRQ RI FKHHVHV 7KHUHZHUH DOVR ODUJH SRWHQWLDO EHQHILWV GHSHQGLQJ RQ WKH
NLQGRI OLEHUDOL]DWLRQ LQEHYHUDJHV DQGSUHSDUHG IRRGV ,Q LQGXVWULDO JRRGV WKHUH
ZHUH SRWHQWLDO EHQHILWV IRU WKH DXWRPRWLYH LQGXVWULHV GHSHQGLQJ RQ WKH UXOHV RI
















































































































































































































































































































































































































































































































































































































XS WKH &DQDGLDQ SURFXUHPHQW PDUNHWV HVSHFLDOO\ LI WKH SURYLQFLDO PDUNHWV ZHUH
LQFOXGHGDVZHOO7KHLPSDFWDVVHVVPHQWIRXQGQRHYLGHQFHWKDW,6'6ZRXOGEULQJ
DQ\SDUWLFXODUHFRQRPLFEHQHILWVFRPSDUHGWRRWKHUHJVWDWHVWDWHV\VWHPVRI0HDWV
DQG GDLU\ DUH LPSRUWDQW DJULFXOWXUDO DQG IRRG SURGXFWV DQG H[SRUWV IRU WKH
1HWKHUODQGV VR LW DSSHDUV WKHVH FRQFOXVLRQV ZRXOG KDYH UXQJ WUXH IRU WKH 'XWFK
SURGXFHUV DV ZHOO 7KH VDPH JRHV IRU RWKHU SURFHVVHG IRRGV EXW OHVV VR IRU WKH
DXWRPRWLYHRU WH[WLOHV LQGXVWULHV%XVLQHVVVHUYLFHVDQGPDULWLPH WUDQVSRUWVHUYLFHV
DUHVLJQLILFDQWSDUWVRI'XWFKHPSOR\PHQWH[SRUWVDQGSURGXFWLRQKRZHYHUVRLW·V
OLNHO\WKDWWKHVHVHFWRUVKDGDQLQWHUHVWLQWKHDJUHHPHQWIROORZHGLWDQGOREELHGLQ
IDYRU RI IXUWKHU RSHQLQJ ,Q WKH DJJUHJDWH ZH PLJKW H[SHFW WKDW EXVLQHVV
HQJDJHPHQW ZRXOG JHQHUDOO\ EH ORZ 'XWFK EXVLQHVV GLG QRW KDYH D ELJ VWDNH LQ
WKHVH QHJRWLDWLRQV H[FHSW IRU VRPH PRUH QDUURZ VHFWRUV WKH PHDW DQG GDLU\
LQGXVWULHVVRPHVHUYLFHVVHFWRUVDQGLQSURFXUHPHQWQRWDEO\WKHGUHGJHUV
,QIOXHQFH
:RXOG ZH KDYH H[SHFWHG WKHVH VHFWRUV WR LQYHVW UHVRXUFHV LQ PRQLWRULQJ DQG
DQDO\]LQJWKHSRWHQWLDOWUHDW\ZLWK&DQDGDWRWU\DQGLQIOXHQFHWKH'XWFKSRVLWLRQ"
)LUVWZHZRXOGKDYHQHHGHGWKHPWREHDZDUHRIWKHLUVWDNHLQWKHQHJRWLDWLRQV$V
ZDVGLVFXVVHG LQ WKH LQWURGXFWRU\ FKDSWHU'XWFKEXVLQHVV LVKLJKO\RUJDQL]HG LH
WKHUH DUH SHDN EXVLQHVV 	 DJULFXOWXUDO RUJDQL]DWLRQV DV ZHOO DV PDQ\ VHFWRUDO
DVVRFLDWLRQVZLWKGHGLFDWHGVWDIIKDVVWURQJQHWZRUNVDWWKH(8OHYHOLH(8SHDN
DQG VHFWRUDO IHGHUDWLRQV LQ FORVH FRQWDFWZLWK WKH &RPPLVVLRQ EXW DOVR WKHLU RZQ
FKDQQHOV WR (8 GHFLVLRQ PDNHUV DQG LV SOXJJHG LQ WR WKH 'XWFK QHRFRUSRUDWLVW
VWUXFWXUHVLHUHJXODUIORZVRILQIRUPDWLRQIURPGHFLVLRQPDNHUV0RUHRYHUWKHUHLV
D KLJK GHJUHH RI ¶PXOWLQDWLRQDOLW\· ZLWK QXPHURXV ODUJH ILUPV WKDW HQJDJH LQ
LQWHUQDWLRQDO WUDGH DQG LQYHVWPHQW %DVHG RQ WKLV ZH ZRXOG H[SHFW PDQ\ 'XWFK
VHFWRUVDQGILUPVWREHDZDUHRIFRPLQJDQGRQJRLQJQHJRWLDWLRQVDWYDU\LQJOHYHOV
RIGHWDLOZLWKRXWPXFKHIIRUW ,IPDQ\RI WKHPGLGQRW WDNH DSRVLWLRQZHZRXOG
H[SHFW WKLV WR KDYH IORZHG IURP LQGLIIHUHQFH HJ EHFDXVH RI WKH OLPLWHGZHLJKWRI
&(7$UDWKHUWKDQDODFNRIDZDUHQHVVRIWKHVWDNHV
6HFRQGO\ WKH\ZRXOG KDYH KDG WR WU\ DQG JDLQ DFFHVV WR 'XWFK GHFLVLRQPDNHUV
$OWKRXJK WKHUH ZDV QR OLWHUDWXUH RQ WUDGHUHODWHG OREE\LQJ LQ WKH 1HWKHUODQGV WR
JXLGH XV KHUH WKH LQWURGXFWRU\ FKDSWHU VKRZHG WKDW 'XWFK EXVLQHVV VWLOO XVHG WKH
¶7KH+DJXH· FKDQQHO RQ(8 WRSLFV LQ JHQHUDO*LYHQ WKH FRPELQDWLRQ RISOXUDOLVWLF
RSHQQHVVDQGQHRFRUSRUDWLVWDFFHVVSRLQWV'XWFKGHFLVLRQPDNLQJVWUXFWXUHVVKRXOG
DOVR KDYH EHHQ D ZHOFRPLQJ FKDQQHO² HVSHFLDOO\ WR RUJDQL]HG VHFWRUDO RU SHDN
DVVRFLDWLRQV,QOLQHZLWKWKHLPSRUWDQFHDWWULEXWHGWRWUDGHE\GHFLVLRQPDNHUVZH








SRWHQWLDO SXEOLF UHODWLRQV· GDQJHUV RI JHWWLQJ LQYROYHG LQ DQ LQFUHDVLQJO\
FRQWURYHUVLDOWUHDW\WREHWRRELJ OHDGLQJWRDUROOEDFNRI¶TXLHW·HIIRUWVDVZHOODVD
ODFNRIILUPV·SDUWLFLSDWLRQLQSXEOLFGHEDWHV




WHUPV RI HPSOR\PHQW SURGXFWLRQ SXEOLF VXSSRUW « LQ RUGHU WR PDNH WKHP
VXFFHVVIXO LQ GLYHUWLQJ WKH1HWKHUODQGV IURP LWV JHQHUDOO\ H[SRUWERRVWLQJ ¶OLEHUDO·
DSSURDFK ,QDFFRUGDQFHZLWK WKH OLQJHULQJQHRFRUSRUDWLVPRIGHFLVLRQPDNLQJZH
ZRXOG IXUWKHUPRUH H[SHFW WKH VWDWH WREH HVSHFLDOO\ZHOFRPLQJ WRPRUH DJJUHJDWH
VHFWRUOHYHO SRVLWLRQV UDWKHU WKDQ VXEVHFWRUDO RU ILUP GHPDQGV ,Q UHVSRQVH WKH
¶ORVHUV· RI D SRWHQWLDO WUHDW\PD\ KDYH RSWHG IRU D QRLV\ ¶RXWVLGH· VWUDWHJ\ EXW LW
VHHPVKDUGWRLPDJLQHKRZWKLVPLJKWKDYHEHHQVXFFHVVIXOJLYHQWKHJHQHUDOODFNRI
DWWHQWLRQIRUWUDGHLVVXHVDPRQJWKHSXEOLFDVZHOODVLWVJHQHUDOO\OLEHUDOVWDQFH:H






KLJK DQG IDLOXUH LV H[SHFWHG WR KDYH FRPH IURP ODFN RI EXVLQHVV SUHIHUHQFHV DQG
OREE\LQJ UDWKHU WKDQ DFFHVV RU OHYHUDJH 6XEVHFWRUDOO\ IDLOXUH PD\ KDYH DOVR
UHVXOWHG IURP FRQIOLFWLQJ EXVLQHVV LQWHUHVWV ² KHUH ZH ZRXOG H[SHFW WKH PRUH





,QP\ GLVFXVVLRQ RI WKH UROH RI EXVLQHVV ,ZLOO GLVWLQJXLVK EHWZHHQ WKH ELJ FURVV
VHFWRUDOIHGHUDWLRQVVHFWRUDODVVRFLDWLRQVDQGILUPVDQGDJURXSRIRWKHUDVVRFLDWLRQV
WKDWGRQ·WILWZHOOLQHLWKHUFDWHJRU\6LQFH,GLGQRWLQFOXGHWKLVLQWKHLQWURGXFWRU\
FKDSWHU , ZLOO DOVR EULHIO\ GLVFXVV WKH ¶XVXDO· WUDGH PRQLWRULQJ RI WKH ODWWHU WKUHH
JURXSVEHIRUHPRYLQJRQWRWKHLU&(7$VSHFLILFZRUN,WZDVLPSRVVLEOHWRVWXG\DOO
RIWKHVHFWRUDOJURXSVHYHQWKRXJKIRUEXVLQHVVDOPRVWHYHU\LQGXVWU\IHGHUDWLRQRU
ILUP LV ¶SRWHQWLDOO\· D UHOHYDQW DFWRU EHFDXVH WKH WUDGH GHDO WRXFKHV DOPRVW DOO RI
WKHP RU KDG WKH SRWHQWLDO WR DIIHFW DOO RI WKHP LQPDQ\ZD\V GHSHQGLQJ RQ WKH
RXWFRPHRIWKHQHJRWLDWLRQV,FKRVHWRIRFXVLRQWKHELJSHDNIHGHUDWLRQVLLRQ
VRPHRIWKHVHFWRUVWKDWZHUHKLJKOLJKWHGLQWKH6,$RULQWKHLQWURGXFWRU\HFRQRPLF
FKDSWHU HJ WKH EURDG IRRG DQG DJULFXOWXUDO VHFWRU WKHPDULWLPH VHFWRU ILQDQFLDO
VHUYLFHVDQGLLLRQWKRVH WKDWSOD\HGDYLVLEOHSROLWLFDOO\VDOLHQW UROH QRWDEO\ WKH
PHDWLQGXVWU\,QWKHLQWHUYLHZVZLWKWKHVHJURXSV,DVNHGP\UHVSRQGHQWVZKHWKHU




RI WKH HQJDJHPHQW DQG LQIOXHQFH RI RWKHU SOD\HUV KDV KDV SURGXFHG D UHDVRQDEO\
FRPSUHKHQVLYHRYHUYLHZRIEXVLQHVV·LQYROYHPHQWLQ&(7$
&URVV6HFWRUDO
9121&:ZRUNHGRQWUDGHZLWKLQ LWV ¶FRPPLWWHHRQ WUDGHSROLWLFV·ZKLFK LV VWDIIHG
E\UHSUHVHQWDWLYHVIURPWKHVHFWRUVDQGDQXPEHURIPDMRUILUPV,WZDVFKDLUHGE\D
VWDII PHPEHU ZKRVH ZRUN ZDV GHGLFDWHG WR IROORZLQJ LQWHUQDWLRQDO WUDGH 7KHVH
PHHWLQJVZHUHDOVRIUHTXHQWHGE\FLYLOVHUYDQWVIURPWKHPLQLVWU\RIHFRQRPLFV7KH\
ZHUH IXUWKHUPRUHDFWLYHZLWKLQ%XVLQHVV(XURSHZKHUH WKH\DOVRKDGDVHDW LQ WKH
FRPPLWWHH RQ LQWHUQDWLRQDO WUDGH DQG WKH\ KDG GHYHORSHG WKHLU RZQ SUHVHQFH LQ




DOZD\VJLYH DQG WDNHPHDQLQJ VRPHRI WKHLUPHPEHUVKLS·V VHFWRUVZLOO ORVHZKLOH
RWKHUV JDLQ WKLV PDGH VXFK LQGHSWK DQDO\VHV XVHOHVV IRU WKH SHDN IHGHUDWLRQ
&RPLQJXSZLWKGHWDLOHGSUHIHUHQFHVZDVWKHUHIRUHFRQVLGHUHGD MREIRUWKHVHFWRUV



















,Q WKH ODUJHVW VHFWRUDO IHGHUDWLRQ )0( ZKLFK JURXSV  ILUPV DFURVV  VXE
EUDQFKHV WUDGHSROLF\ZDVPRVWO\PRQLWRUHG WKURXJK WKH9121&:DQG WKHLU
IRUHPRVW (XURSHDQ IHGHUDWLRQ 2JUDOLPH WKH\ RQO\ KDG RQH SHUVRQZRUNLQJ RQ




 $FFRUGLQJ WR )0( WKLV PHDQW WKH\ HPSOR\HG RYHU   SHRSOH DQG SURGXFHG DERXW RQH VL[WK RI WKH










RI WKHGHDO DW DQ HDUO\ VWDJH IRU H[DPSOH WKURXJK WKHLU VHDW LQ9121&:·V WUDGH
FRPPLWWHH EXW WKHLU LQWHUHVW VHHPV WR KDYH UHPDLQHG OLPLWHG 1RU GLG P\
LQWHUYLHZHHDW)0(WKLQNWKDWWKHLUVXEVHFWRUVZHUHYHU\DFWLYHRQWUDGHRU&(7$
6KH EHOLHYHG WKH\PRVWO\ IROORZHG WKHVH LVVXHV WKURXJK )0( EHFDXVH LW ZDVQ·W D
YHU\VHFWRUVSHFLILFGRVVLHU,QWHUYLHZ)0(
,FKHFNHGZLWKWZRRI)0(·VVXEVHFWRUVWKDWSRSSHGXSLQWKH'XWFKSRVLWLRQVKLS




PDMRU ILUPV %RVNDOLV 	 9DQ 2RUG WKDW ZHUH WKH PDLQ DFWRUV 7KH 1HGHUODQGVH
9HUHQLJLQJ YDQ :DWHUERXZHUV IROORZHG WKH JHQHUDO SROLWLFDO GHYHORSPHQWV
VXUURXQGLQJ&(7$DQG77,3DQGZDVSUHVHQWGXULQJGLVFXVVLRQVRIWKHVHGRVVLHUV
LQ WKH(XURSHDQ'UHGJLQJ$VVRFLDWLRQ (8'$ EXW WKH\ZHUH QRW LQIRUPHGDERXW
DQ\'XWFK&(7$VSHFLILFSRVLWLRQVRUOREE\LQJ6LQFH%RVNDOLV	9DQ2RUGZHUHWKH
RQO\WZR'XWFKGUHGJLQJFRPSDQLHVWKDWZHUHDFWLYHRQLQWHUQDWLRQDOPDUNHWVDQG
ZHUH IDU ODUJHU WKDQ WKH RWKHUPHPEHU ILUPV LWPDGHPRUH VHQVH WR OHDYH WKLV WR
WKHP$OWKRXJKWKH\GLGGLVFXVV77,3DQGFLYLOVRFLHW\·VFDPSDLJQDJDLQVWWKH)7$V
LQ WKH WUDGHFRPPLWWHHRI9121&: WKH\DOVR OHIW WKLVSXEOLFGHEDWHXSWR912
WKH\ GLG QRW VHH WKH DGGHG YDOXH RI HQWHULQJ WKLV ORDGHG GHEDWH WKHPVHOYHV
,QWHUYLHZ  91:  8QIRUWXQDWHO\ ,ZDV QRW DEOH WR JHW LQ WRXFKZLWK WKHVH
ILUPVEXWGRFXPHQWVPDGHSXEOLFDIWHUD:2%UHTXHVWVKRZWKDWDWOHDVWRQHRIWKH
ELJ GUHGJHUVZDV DZDUH RI &(7$ E\ WKH HQG RI  DW WKH ODWHVW $V , GLVFXVV
EHORZ%RVNDOLVDQG9DQ2RUG·VUROHLQWKH(XURSHDQ'UHGJLQJ$VVRFLDWLRQ(X'$
WKHODUJHDPRXQWRIUHVRXUFHVWKH\KDYHDYDLODEOHHJGHGLFDWHG¶DUHDH[SHUWV·DQG





UHDVRQ WREHOLHYHWKDWVHYHUDORI WKHVHZHUHQRWYHU\DFWLYHRQ&(7$$FFRUGLQJ WR
9121&: WKH ILQDQFLDO VHFWRUZDVQRWYHU\ LQYROYHG LQ WUDGHSROLWLFVDOWRJHWKHU
7KHLQWHUQDWLRQDOL]DWLRQRI'XWFKEDQNLQJKDGWDNHQDELJKLWVLQFHWKHFULVLVDQGWKH
IDOO RI RQH RI WKH1HWKHUODQGV· ELJJHVWPXOWLQDWLRQDO EDQNV WUDGH DJUHHPHQWV KDG
VLQFHEHFRPHIDU OHVV LPSRUWDQW IRUWKHP$OWKRXJKWKH\ZHUHVWLOO IROORZLQJ%UH[LW
DQG77,3ZKHUH WKH\GLGKDYHVXEVWDQWLDO LQWHUHVWV&DQDGDZDVTXLWH UHPRWHIRU
WKHP6HFRQGO\DOWKRXJKWKH\XVXDOO\GLG IROORZWUDGH LQ WKLVVHFWRU WKH FKHPLFDO
LQGXVWU\ZDVDORW OHVVDFWLYHRQ&(7$)LQDOO\ WKHIRRG LQGXVWU\LQSDUWLFXODUWKH
VXEVHFWRUDO RUJDQL]DWLRQ IRU RLOV DQG IDWV ZDV DOZD\VZHOO LQIRUPHG DERXW WUDGH









WKH\ WROGPH WKDW WKH\ KDG QRW EHHQYHU\ LQYROYHG DQG WKH\ UHIHUUHGPH WR WKHLU
GDLU\ DQGPHDW VXEVHFWRUV DVZHOO DV WKHLU (XURSHDQ IHGHUDWLRQV (0DLO  )1/,

2I FRXUVH ODFNOXVWHU LQWHUHVW LQ LWVHOI GRHV QRW QHFHVVDULO\PHDQ WKDW WKH\ GLG QRW
GHOLYHUVRPHLQSXWWRWKHPLQLVWU\
7KH RQO\ QRQSULPDU\ VHFWRUV WKDW , WUDFNHG GRZQ ZKLFK KDG D KLJKO\ SURDFWLYH
DSSURDFKWR&(7$ZHUHWKHGDLU\DQGWKHPHDWLQGXVWU\7KH'XWFK0HDW,QGXVWU\
$VVRFLDWLRQ&29ZDVDZDUHRIWKHXSFRPLQJWUHDW\YHU\HDUO\RQDVSDUWRIWKHLU







WKH\ UHFHLYHG VLJQDOV DERXW WKH XSFRPLQJ )7$ IURP PXOWLSOH VLGHV IURP WKH
(XURSHDQ'DLU\$VVRFLDWLRQEXWDOVRWKURXJKDQQRXQFHPHQWVE\WKH&RPPLVVLRQ
DQG WKH'XWFKPLQLVWULHVRI HFRQRPLFVDQG IRUHLJQDIIDLUV7KH\ VXEVHTXHQWO\NHSW




PDLQ IDUPHUV· RUJDQL]DWLRQ /72 7KH\ KDG RQO\ RQH SHUVRQZRUNLQJ LQ %UXVVHOV
IXOOWLPHRQWUDGHDQGUHODWHGLVVXHVEXWRQHRIKLVWDVNVZDVFRRUGLQDWLQJWKHRYHU
SHRSOHWKDWVSHQWSDUWRIWKHLUWLPHZRUNLQJRQDYDULHW\RI(8UHODWHGGRVVLHUVIRU
YDULRXV VXEVHFWRUV 7KH\ DOVR FRRSHUDWHG FORVHO\ ZLWK 9121&: DQG WKHLU
(XURSHDQ DVVRFLDWLRQ&23$&2*(&$ ,Q WKH SUHFHGLQJ \HDUV WKH\ KDG IRFXVHG
PRVW RI WKHLU HQHUJ\ RQ &(7$ 77,3 DQG 8NUDLQH GRVVLHUV WKDW GUHZ D ORW RI
DWWHQWLRQLQWKH1HWKHUODQGVDOWKRXJKWKH\DOVRWULHGWRZRUNRQWKHRWKHURQJRLQJ
QHJRWLDWLRQV$OO LQ DOO WKLVPHDQW WKDW/72ZDVDZDUHRI&(7$DW DYHU\HDUO\
VWDJH HYHQ ZKHQ WKH PDQGDWH ZDV VWLOO XQGHU FRQVWUXFWLRQ ,QWHUYLHZ  /72
1HGHUODQG
:LWKLQDJULFXOWXUHWKHUHZDVDVHWRIRUJDQL]DWLRQVWKDWEHFDPHYHU\FULWLFDORI77,3




GRVVLHUV IURPXS FORVH DQGQRW MXVW WKURXJK WKH LQIRUPDWLRQ WKH1=2 IHHGV WKHP WKH\·UH DOZD\V ORRNLQJ IRU
LQIRUPDWLRQWKDWKHOSVWKHPJDLQHQWU\WRPDUNHWV,QWHUYLHZ1=2
 :KLFK GUDIWV SRVLWLRQV RQ (XURSHDQ ODZ DQG UHJXODWLRQV $V VRRQ DV WKHUH·V DQ DQQRXQFHPHQW IURP WKH









ZKLFKKDGEHHQPRQLWRULQJ WUDGH IRU\HDUVXQGHU WKHLUXQLWHGSODWIRUP$DUGH%RHU
&RQVXPHQW$%&$%&KDGGRQHPXFKZRUNRQWKH:72VXJDUUHIRUPVRI
WRJHWKHUZLWK2[IDPDQG0LOLHXGHIHQVLHDQGEHWZHHQDQGZDVLQYROYHG




DOVR FRQVLVWHG RI VRPH RUJDQL]DWLRQV WKDW ZHUH SDUW RI ZKDW \RX FRXOG FDOO WKH
¶PDLQVWUHDP· IDUPHUV· JURXSV 7ZR RI WKHVH ZHUH SDUW RI /72 OLNH /72













$OWKRXJK WKH JURXSV LQ WKLV IDUPHUV· FRDOLWLRQ ZHUH DZDUH RI WKH GHDO &(7$
UHPDLQHGLQ77,3·VVKDGRZXQWLO,QWHUYLHZ$%&7KH\GLGLQFOXGHDQ









,W VHHPV WKDW WKH SHDN IHGHUDWLRQV DV ZHOO DV PDQ\ VHFWRUV ZHUH LQGHHG DZDUH RI
&(7$ WKHUH ZDV SHUVLVWHQW PRQLWRULQJ RI WUDGH SROLF\ SHUIRUPHG DFURVV 'XWFK
EXVLQHVV+RZHYHUPDQ\VHHPWRQRWKDYHEHHQWUDFNLQJWKHGHDOWRDQ\VXEVWDQWLDO
H[WHQWRU LQPXFKGHWDLO$V LVGLVFXVVHGEHORZ WKLVDOVR OHG WR OLPLWHGSRVLWLRQLQJ

7KHPHPEHUVDUH1HGHUODQGVH$NNHUERXZ9DNERQGDUDEOHIDUPLQJ1HGHUODQGVH0HONYHHKRXGHUVYDNERQG
GDLU\ 9HUHQLQJ YRRU %LRORJLVFKG\QDPLVFKH /DQGERXZ HQ 9RHGLQJ RUJDQLF IDUPLQJ %RHUHQJURHS
:DJHQLQJHQ:,/3)ZRPHQ·VULJKWV7RHNRPVWERHUHQ9HUHQLJLQJWRW%HKRXGYDQ%RHUHQ0LOLHX








DQG OREE\LQJ 7KH H[FHSWLRQV WR WKLV JHQHUDOO\ OXNHZDUP UHFHSWLRQZHUH WKH SHDN
IDUPHUV· RUJDQL]DWLRQ WKH GDLU\ DQG PHDW VHFWRUV DQG D JURXS RI IDUPHUV·
RUJDQL]DWLRQV LQFOXGLQJ IDUPHUV IURP WKHPHDW VHFWRU+RZHYHU WKLV ODWWHUJURXS
RQO\EHFDPHDZDUHRI&(7$DURXQG
 
'LG WKH\ KDYH D SRVLWLRQ RQ &(7$" :K\" 'LG WKH\ FRPPXQLFDWH WKLV WR 'XWFK
SROLF\PDNHUV"
%HFDXVH LW EHWWHU ILWV P\ GDWD IRU WKLV VHFWLRQ , ZLOO KHUH GHYLDWH IURP WKH &62
PHFKDQLVP WH[W·V VWUXFWXUH DQG GLVFXVV ERWK WKH ¶SUHIHUHQFH· RI VHYHUDO EXVLQHVV
JURXSV DVZHOO DV WKHLU SRVLWLRQLQJ LHZKHWKHU WKH\ FRPPXQLFDWHG WKLV WR SROLF\
PDNHUV LQ VRPH ZD\ 7KH QH[W VHFWLRQ KDV PRUH GHWDLOV RQ WKH WDFWLFV WKH\ XVHG
LQVLGHRXWVLGHDQGZKHWKHUWKH\ZHUHDEOHWRJDLQDFFHVV
$YDLODEOH VRXUFHV VHHP WR LQGLFDWH WKDW WKH LQWHUHVW LQ &(7$ LQ WKH ¶SUHSROLWLFDO·
SKDVHIURP9121&:DVZHOODVIURPWKHVHFWRUVZDVYHU\OLPLWHG
9121&: FDPH WR LWV SRVLWLRQ RQ&(7$ DIWHU FRQVXOWLQJZLWK LWVPHPEHUV 7KLV
KDSSHQHGWKURXJKLWVLQWHUQDOWUDGHSROLWLFVFRPPLWWHHZKLFKJDWKHUVILUPVVHFWRUDO
UHSUHVHQWDWLYHVDQGH[SHUWV%HFDXVHRIWKHKHWHURJHQHRXVPHPEHUVKLSWKLVSRVLWLRQ
LV QRUPDOO\ TXLWH JHQHUDO EXW DOZD\V LQ IDYRU RI IUHH WUDGH (VSHFLDOO\ LQ WKH
SROLWLFL]HG SKDVH 9121&:·V SULPDU\ VWDNH LQ &(7$ ZDV WKHUHIRUH VWUDWHJLF
UDWKHUWKDQOLQNHGGLUHFWO\WRWKHGHDO·VVXEVWDQFHDOWKRXJK&DQDGDLVQ·WHYHQLQWKH
1HWKHUODQGV· WRSWZHQW\ WUDGLQJ SDUWQHUVPDNLQJ WKH HFRQRPLF LPSRUWDQFH RI WKH
)7$TXLWHPRGHVW WKH\ IHDUHG WKDW LI&(7$ZHUHWR IDLO WKDW WKLVZRXOGKDYHYHU\
QHJDWLYH UHSHUFXVVLRQV IRU WKH UHVW RI (8 WUDGH SROLF\ LI WKLV DJUHHPHQW VWXPEOHG
QHJRWLDWLQJIXWXUHGHDOVZRXOGEHFRPHHYHQPRUHGLIILFXOW,QWHUYLHZ9121&:
,QWHUYLHZ9121&:%;/
7KHPRVW FRQWURYHUVLDODVSHFWVRI WKHGHDO WKDW9121&:VXSSRUWHG LQWHUDOLD LQ
WKH 6(5 UHSRUW RQ 77,3 VHH EHORZ ZDV WKH LQFOXVLRQ RI LQYHVWRUVWDWH GLVSXWH
VHWWOHPHQW :LWKLQ WKH 912 WKHUH ZDV D EURDG FRQVHQVXV WKDW VXFK D V\VWHP
QHHGHGWREHSDUWRIWUDGHDQGLQYHVWPHQWGHDOV,QWHUYLHZ)0(,QWHUYLHZ
9121&:  +RZHYHU LQ WKH FDVH RI &(7$ WKLV ZDV DJDLQ D OHDVW SDUWO\
EHFDXVH RI ¶VWUDWHJLF· FRQVLGHUDWLRQV QRW GLUHFWO\ OLQNHG WR WKH EHQHILWV RI VXFK D
V\VWHPZLWK&DQDGDLIWKH\ZHUHDEOHWRDJUHHRQDJRRGV\VWHPLQ&(7$WKLVFRXOG
WKHQ DOVR EH XVHG LQ WKH QHJRWLDWLRQVZLWK FRXQWULHV VXFK DV &KLQD ZKHUH LGHDOO\
WKHUHZRXOGEHD V\VWHPRI LQYHVWPHQWSURWHFWLRQSUHVHQW ,I WKH(8ZDV WR VD\ WR
&DQDGD RU WKH 86 WKDW LQYHVWPHQW SURWHFWLRQ ZDV XQQHFHVVDU\ LW ZRXOG EHFRPH
KDUGHUWRJHW&KLQDRQERDUGZLWKVXFKDV\VWHP6RKHUHWRRDPRUHVWUDWHJLFYLVLRQ
ZDVDWWKHEDVHRIWKLVSRVLWLRQ,QWHUYLHZ9121&:










RI WKHVH WKLQJV KDG DOUHDG\ EHHQ LQFOXGHG LQ WKH WUHDW\·V WH[W LL 7KH GHDOZRXOG
SURYLGH ODUJH HFRQRPLF JDLQV LW PLJKW SURGXFH DQ LQFUHDVH LQ WUDGH RI  DQG
UHPRYHG FRPSHWLWLYH GLVDGYDQWDJH ZLWK WKH 86 ,W RSHQHG XS D SURPLVLQJ SXEOLF
SURFXUHPHQW PDUNHW DQG LQFOXGHG LPSRUWDQW SURWHFWLRQV IRU LQWHOOHFWXDO SURSHUW\









RI WKH1=2 GDLU\ LQFOXGHV WKH FKHHVHPDNHUV WKH1/7 WUDQVSRUW DQG ORJLVWLFV
1/',&7 ,&7 VHUYLFHV WKH )1/, IRRGVWXIIV WKH 91&, FKHPLFDOV 1HIDUPD
SKDUPDFHXWLFDOVRUWKH)0(PDQXIDFWXULQJDOWKRXJKVHYHUDORIWKHVHGLGSXEOLVK
DUWLFOHV UHODWHG WR 77,3 ,Q WKH DJULFXOWXUDO VHFWRU·V VSHFLDOL]HG QHZV PHGLD
ERHUGHULMQODQG%RHUHQ%XVLQHVVQO WKHILUVWPHVVDJHVDERXW&(7$GDWHGIURP
DQG  UHVSHFWLYHO\ $OWKRXJK WKLV SUREDEO\ GRHVQ·W WHOO XV PXFK DERXW ILUPV·
LQVLGH OREE\LQJGXULQJ WKH QHJRWLDWLRQV LWGRHV LQGLFDWH WKDW WKH\ UHPDLQHG LQ WKH
EDFNJURXQGRURQWKH¶LQVLGH·DIWHU&(7$JRWSROLWLFL]HGDQGWKDWIRUDWOHDVWVRPH
RI WKHP WKH WUHDW\ ZDV QRW KLJK RQ WKH DJHQGD $QRWKHU SLHFH RI FLUFXPVWDQWLDO
HYLGHQFHVXSSRUWLQJWKLVKXQFKZDVWKHOLVWRISDUWLFLSDQWVLQWKH1HWKHUODQGV·
HFRQRPLFPLVVLRQWR&DQDGD$OPRVWKDOI RIDOOSDUWLFLSDWLQJILUPVZHUH
HLWKHU DJULFXOWXUDOSURGXFHUV QRWDEO\ YHJHWDEOHV IORZHUV DQGYHDOPDQXIDFWXUHUV
RI DJULFXOWXUDOKRUWLFXOWXUDO WHFKQRORJ\ LH FRQVWLWXHQWV RI )0( $JUR)RRG RU
SURYLGHUVRIDJULFXOWXUDOEXVLQHVVVHUYLFHV6HYHQWHHQILUPVLQFOXGLQJWKHWZR'XWFK
GUHGJHUV ZHUH LQYROYHG LQ D YDULHW\ RI VHUYLFHV UHODWHG WR XUEDQ SODQQLQJ
HQJLQHHULQJ FRQVWUXFWLRQ RU ¶HQYLURQPHQWDO PDQDJHPHQW· )LIWHHQ ILUPV ZHUH
LQYROYHG LQ ,&7 RU RWKHU EXVLQHVV VHUYLFHV 5DEREDQN ZDV WKH RQO\ ILQDQFLDO




















RIILFLDO VWDQFH DW WKH WLPHGLIIHUHG OLWWOH IURP WKH RYHUDOO SRVLWLRQ LWKHOG LQ  D
YHU\JHQHUDOVWDQFHLQIDYRURIIUHHWUDGHDQG)7$V6KHDOVRZDVQRWDZDUHRIWKHLU
EUDQFKHVJLYLQJVSHFLILFLQSXWWRWKHPLQLVWU\WKHVXEVHFWRUDODVVRFLDWLRQVDUHHYHQ
FORVHU WR WKHILUPV·GDLO\ UHDOLW\DQGWUDGHSROLWLFV LVD UHPRWH LVVXHIRU WKHP)0(
GLG QRW ODXQFK DQ\ NLQG RI FRQVXOWDWLRQ RI LWVPHPEHUV DQG GLG QRW SHUIRUP DQ\
NLQGRI&(7$VSHFLILFDQDO\VHV,QWHUYLHZ)0(
+RZHYHU WKLV GRHV QRW PHDQ WKDW &(7$ZDV LQVLJQLILFDQW WR )0( $OWKRXJK WKH
WUHDW\ DQG WKHPDUNHW DV VXFKZHUH QRW LPSRUWDQW IRU WKHLU VHFWRUV LQ JHQHUDO
&(7$PDWWHUHG EHFDXVH LWZDV D IDUUHDFKLQJ LQFOXVLYH WUHDW\ DQG EHFDXVH LW KDG
DWWUDFWHGDODUJHDPRXQWRIVRFLHWDOGHEDWHWKHRXWFRPHRI&(7$ZDVJRLQJWRVHWDQ
LPSRUWDQWSUHFHGHQWIRUIXWXUHGHDOV6LQFH)7$VLQJHQHUDOZHUHKLJKO\YDOXDEOHIRU
)0(·V LQWHUQDWLRQDOO\RULHQWHGPHPEHUV&(7$ LQ WXUQ EHFDPHDQ LPSRUWDQW LVVXH
,QWHUYLHZ  )0(  7KLV VWDQFH ZDV LQ OLQH ZLWK WKDW RI WKHLU (XURSHDQ
IHGHUDWLRQ -XGJLQJ IURP WKH ZHEVLWH 2UJDOLPH GLG QRW GHYHORS DQ\ SXEOLF
&(7$VSHFLILF SRVLWLRQV ZKLOH GLVFXVVLRQV LQ WKH ODWHU ¶SROLWLFDO· SKDVH ZKHQP\
LQWHUYLHZHHZDVSUHVHQWZHUHPRVWO\ IRFXVHGRQWKH ¶VWUDWHJLF·DVSHFWRI&(7$ ,W





GLVFXVVLRQV LQ RUGHU WR EH DEOH WR FRPPXQLFDWH WKHLU FRPSOLFDWLRQV IRU WKHLU
PHPEHUV WR EH DEOH WR H[SODLQ WR WKHPZKDWZRXOG FKDQJH DQG KRZ WKH\ FRXOG
PDNHXVHRI&(7$
,Q)0(·VVXEVHFWRUVWKHSLFWXUHVHHPVWRKDYHEHHQURXJKO\WKHVDPH$FFRUGLQJWR




+HUH &DQDGD ZDV LQ IDFW RQH RI WKH KLJKHU WDUJHW FRXQWULHV +RZHYHU EDVHG RQ
LQWHUYLHZVZLWK WKHLU DJURIRRGFOXVWHU DQG WKH VKLSEXLOGHUV VHHEHORZ , WHQG WR
WKLQNWKDWZKDWHYHUSRVLWLRQWKH\KDGZDVSUREDEO\TXLWHVKDOORZDQGLWVHHPVWKDW
WKH\GLGQRW FRPPXQLFDWH LW WR WKHJRYHUQPHQW%RWK HPSKDVL]H WKDW WKH\ZHUHQ·W
IROORZLQJ WKH QHJRWLDWLRQV YHU\ FORVHO\ WKDW WKH\ EDUHO\ WRRN SDUW LQ DQ\ NLQG RI
OREE\LQJDQGQHYHUHYHQPHWZLWKWKH0LQLVWU\DQGWKDWWKH\RQO\FRQVXOWHGZLWK
WKHLU PHPEHUV DW D YHU\ ODWH VWDJH DQG WKHQ UHFHLYHG OXNHZDUP UHVSRQVH 7KH\
VXSSRUWHGWKHORZHULQJRIWDULIIVEXWWKLVZDVQRWDSULRULW\VHHQH[WVHFWLRQ
$V,DOUHDG\GLVFXVVHGLQWKHSUHYLRXVVHFWLRQP\VRXUFHVFODLPHGWKDWWKHILQDQFLDO





 7KH (XURSHDQ HQJLQHHULQJ LQGXVWULHV DVVRFLDWLRQ ZKLFK UHSUHVHQWV PHFKDQLFDO HOHFWURQLF 	 HOHFWULFDO






KDG QRW SURDFWLYHO\ ZRUNHG RQ &(7$ LQ FRQWUDVW WR WKHLU ZRUN RQ 77,3 IRU
H[DPSOH DQG WKHUH ZDV DOVR D OHWWHU IURP WKH 'XWFK PXVLF LQGXVWU\ DVVRFLDWLRQ
193,ZKLFKFDOOHGIRU WKH LQFOXVLRQRI ,35 LQ WKHSURYLVLRQDODSSOLFDWLRQRI&(7$
DQGZKLFK ODXGHG&(7$·V ,35FKDSWHU+RZHYHU WKLV OHWWHUZDVRQO\VHQW LQ
DQGLWLVXQFOHDUWRPHWRZKDWH[WHQWWKH\ZHUHLQYROYHGLQWKHHDUOLHUSKDVHVRIWKH
WUHDW\ , IRXQG QR HYLGHQFH RI DQ\ RI WKH VHUYLFHV· VHFWRUV HJ SRVWDO EXVLQHVV
VHUYLFHV FXVWRP FOHDULQJ VHUYLFHV « WDNLQJ LQ D SRVLWLRQ RU OREE\LQJ WKH
JRYHUQPHQW2IFRXUVHDEVHQFHRI HYLGHQFH LVQRWQHFHVVDULO\ HYLGHQFHRIDEVHQFH
VRPHWKLQJ,GLVFXVVLQWKHIROORZLQJVHFWLRQ2QWKHZKROHKRZHYHULWDSSHDUVWKDW
EXVLQHVV·LQWHUHVWZDVORZDQGWKDWHYHQLIVRPHVHFWRUVGLGFRPPXQLFDWHDSRVLWLRQ
LW VHHPVSODXVLEOH WKDW WKHLU LQSXWZDVRIIHQVLYHEXW VKDOORZ  RIIHULQJJHQHUDOEXW
QRQVSHFLILFVXSSRUWIRUPDUNHWRSHQLQJLQVRPHRIWKHLUVXEVHFWRUV
$FFRUGLQJ WR VRPHRIP\EXVLQHVV VRXUFHVPRVW'XWFK ILUPVZHUH VLPSO\QRW WKDW
LQWHUHVWHG LQ &(7$ EHFDXVH LQ WKH HQG WKLV FRQFHUQHG RQO\ D VPDOOPDUNHW$QG
DOWKRXJKPRVWQRQDJULFXOWXUDOVHFWRUVDQGILUPVGRVHHPWRKDYHVXSSRUWHG&(7$





GLG QRWZDQW WR HQG XS LQ WKH FURVVKDLUV RI WKH1*2V ,QWHUYLHZ +HDG RI ,0+
$WKLUGUHDVRQIRUWKLVSDVVLYLW\DWWKHGRPHVWLFOHYHOPD\KDYHEHHQWLHGQRW
WRGLVLQWHUHVWLQ&(7$EXWWRGLVLQWHUHVWLQWKHGRPHVWLFOHYHOYHUVXVWKH(XURSHDQ
G\QDPLF 6RPH OREE\LQJHIIRUWV VHHPWRKDYHEHHQPXFK VWURQJHUDW WKH(8 OHYHO
HYHQ LQ VHFWRUV WKDW DOVR GLG D ELW RI OREE\LQJ DW WKH GRPHVWLF OHYHO HJ WKHPHDW
SURFHVVLQJ LQGXVWU\ 2WKHUV PD\ KDYH LJQRUHG WKH GRPHVWLF OHYHO DOWRJHWKHU IRU
H[DPSOH EHFDXVH WKH\ GLG QRW WKLQN WKHLU JRYHUQPHQW QHHGHG WR EH RU FRXOG EH
VZD\HGRUEHFDXVHWKH\EHOLHYHGWKHVHPDWWHUVZHUHEHVWKDQGOHGE\WKHLU(XURSHDQ
DVVRFLDWLRQVWKH\PD\KDYHJLYHQWKHLULQSXWWKHUHDQGOHIWLWDWWKDW
7KHUH ZHUH D IHZ H[FHSWLRQV LQ GUHGJLQJ LQ GDLU\ LQ WKH PHDW VHFWRU DQG LQ
DJULFXOWXUHPRUHJHQHUDOO\
$VZDVPHQWLRQHG,ZDVXQDEOHWRDUUDQJHLQWHUYLHZVZLWKDQ\RIWKHPDMRU'XWFK
GUHGJLQJ FRPSDQLHV +RZHYHU DFFRUGLQJ WR P\ LQWHUYLHZ ZLWK WKHLU EXVLQHVV
DVVRFLDWLRQ WKHLU LQWHUHVWV LQ UHJDUGV WRPDUNHW DFFHVVDUH WKH VDPHDV WKRVHRI WKH
RWKHU ELJ (XURSHDQ GUHGJHUV -DQ'H1XO'(0( ,QWHUYLHZ  91:  6LQFH
WKHVH DUH WKH IRUHPRVWPHPEHUV RI WKH (XURSHDQ 'UHGJLQJ $VVRFLDWLRQ (X'$ ,
EHOLHYHZH FDQ VDIHO\DVVXPH WKDW(X'$·V VWDQFH LV D UHIOHFWLRQRI WKH%HOJLDQDQG
'XWFKILUPV·SRVLWLRQ7KH(X'$PHQWLRQV&(7$IRUWKHILUVWWLPHLQLWVDQQXDO
UHSRUW LQ D VXSSRUWLYH EXW YDJXH DSSUDLVDO WKH FRPLQJ 77,3 QHJRWLDWLRQV ZHUH
GLVFXVVHGPRUHH[WHQVLYHO\(X'$,WVUHSRUWDJDLQVXSSRUWHG&(7$DQG
ZLVKHG IRU LWV VSHHG\ LPSOHPHQWDWLRQ LW VSHFLILHG WKDW WKHUHZHUHELJQHZPDUNHW
DFFHVVRSSRUWXQLWLHV LQGUHGJLQJQRZWKDW¶(XURSHDQEXLOW IODJJHGRZQHGDQGFUHZHG
GUHGJLQJ YHVVHOV  DQG HTXLSPHQWPD\ FRPSHWH LQ SULYDWH  GUHGJLQJ  SURMHFWV DV ZHOO DV
SXEOLFO\IHGHUDOO\SURFXUHGGUHGJLQJSURMHFWVDVORQJDVWKH\IXOILOOWKHRWKHUUHTXLUHPHQWV




GXULQJ WKH QHJRWLDWLRQV +RZHYHU ZH DOVR NQRZ WKDW WKH (XURSHDQ GUHGJHUV·
DVVRFLDWLRQ (8'$ OREELHG WKH )OHPLVK JRYHUQPHQW VHH %HOJLDQPHFKDQLVP DQG
WKDW WKH )OHPLVK H[HFXWLYH WKHQ JRW LQ WRXFK ZLWK '(0(:H DOVR NQRZ WKDW WKH
'XWFKPLQLVWU\RIHFRQRPLFVVHQWOHWWHUVWRWKHGUHGJHUV6RZHFDQDVVXPHWKDWWKH
GUHGJHUVFRPPXQLFDWHGDSRVLWLRQWRWKH'XWFKJRYHUQPHQWRYHUWKHFRXUVHRI






LW ZDV YHU\ FOHDU WKDW WKH\ KDG VRPH GHIHQVLYH VWDNHV LQ WKLV )7$ DQG WKH\
GHPDQGHGVWURQJOLPLWVRQWKHLPSRUWVRISRUNDQGEHHIIURP&(7$QRWMXVWEHFDXVH
WKH\ZHUHDIUDLGRIWKH'XWFKPHDWSURGXFWLRQLQLWVHOIEXWEHFDXVHWKH\ZHDUZDU\
RI WKH FXPXODWLYH RSHQLQJ WKURXJKRXW WKH YDULRXV )7$V WKH (8ZDV QHJRWLDWLQJ
:KHQWKH\ZHUHXQVXFFHVVIXOLQOLPLWLQJWKHDPRXQWRITXRWDVWKH\SOHDGHGLQIDYRU
RI PDQDJLQJ WKHP WKURXJK OLFHQVHV UDWKHU WKDQ D ILUVWFRPH ILUVWVHUYHG V\VWHP
EHFDXVHWKLVJDYHWKHPPRUHFRQWURORYHU WKHFRPSRVLWLRQRI WKHPHDWVWKDWZRXOG











IRU (8 GDLU\ SURGXFWV ,Q WKH 1HWKHUODQGV WKLV ZDV WR WKH EHQHILW RI WKH &29·V
VHFWRUDOFROOHDJXHWKH1=2$IWHU LWZDVLQIRUPHGRIWKHXSFRPLQJQHJRWLDWLRQV
WKHGDLU\ IHGHUDWLRQ KDG GLVFXVVHG WKH GRVVLHUVZLWK LWVPHPEHUV KRZPXFK GLG
WKH\ WUDGH ZLWK &DQDGD KRZ LQWHUHVWLQJ ZRXOG LW EH WR JHW PRUH PDUNHW DFFHVV"
%DVHG RQ WKHVH GHOLEHUDWLRQV LWV WUDGH DQG HFRQRPLF FRPPLWWHH LQGLFDWHG WKDW
&DQDGDZDVDSURPLVLQJEXWYHU\UHVWULFWHGPDUNHWWKH\ZHUHSOHDVHGWKH(8ZDV
VWDUWLQJQHJRWLDWLRQV7KHUHZHUHSDUWLFXODUO\RSSRUWXQLWLHV LQFKHHVH LH IRUDERXW
KDOI RI DOO SURFHVVHGPLONSURGXFWV LQ WKH1HWKHUODQGV 6R WKHPHPEHUVZHUH YHU\
LQWHUHVWHG ,Q FRRSHUDWLRQ ZLWK WKH (XURSHDQ 'DLU\ $VVRFLDWLRQ ZKLFK DOVR
SURGXFHGDQDO\VHVWKH1=2DOVRWRRNXSWKHGHPDQGIRUJHRJUDSKLFDOLQGLFDWLRQV




 7KH1=2 LWVHOIZDV LQ IDYRU RI LQFOXGLQJ*,V DIWHU GLVFXVVLQJ WKLVZLWKLQ LWV FRPPLWWHH EXW WKLVZDV DOVR
UDLVHGE\LWV(XURSHDQDVVRFLDWLRQZKLFKLQWXUQZDVUHVSRQVLYHWRWKH&RPPLVVLRQ·VDSSDUHQWZKLFKWRVSUHDG




'XULQJ WKH SROLWLFDO SKDVH KRZHYHU LW VHHPV FOHDU WKDW QRQDJULFXOWXUDO EXVLQHVV
LQFOXGLQJWKHIRRGLQGXVWULHVZDVTXLWHXQLILHG$FFRUGLQJWR9121&:WKHUHKDG
SHUKDSVEHHQVRPHVHFWRUVWKDWJDLQHGPRUHZKLOHRWKHUVORVWEHFDXVHRI&(7$EXW












,Q &(7$ /72 JRW LQYROYHG LQ WKH SURFHVV YHU\ HDUO\ RQ HYHQ GXULQJ WKH LQLWLDO
IRUPXODWLRQRI WKHPDQGDWH0\ LQWHUYLHZHHFODLPHGWKDWRQHRI WKHSULRULWLHV WKH\
SXVKHG IRU DORQJZLWK WKH*HUPDQV WKH %HOJLDQV DQG WKH'DQLVK WR LQFOXGHZDV
DQLPDOZHOIDUH,QWHUYLHZ/721HGHUODQG+RZHYHUEXULHGGHHSZLWKLQWKH
:2%GRFXPHQWVLVDQHYDOXDWLRQRIWKHDQLPDOZHOIDUHSURYLVLRQVRQ&(7$E\WKH
,0+ZKLFKVHHPVWRFRQWUDGLFW WKLVFODLP7KHPHPRQRWHV WKDW¶FRQWUDU\ WR77,3
WKHUHKDVEDUHO\EHHQDVRFLHWDOGLVFXVVLRQRI*02VDQGKRUPRQHWUHDWHGPHDWV LQ&(7$
>«@ 'XULQJ WKH QHJRWLDWLRQV LQ FRQWUDVW WR 77,3 WKHUH ZHUH EDUHO\ DQ\ ZRUULHV YRLFHG
DERXW DQLPDO ZHOIDUH HLWKHU IURP WKH VHFWRU RU FLYLO VRFLHW\ 'XULQJ WKH QHJRWLDWLRQV



























7KHFRQVWUXFWLRQRI WKLVFRDOLWLRQZDVJUHDWO\ FULWLFL]HGE\/72 ² QRWRQO\EHFDXVH




,QWHUYLHZ  /72 1HGHUODQG  ,Q 2FWREHU  WKH JURXS ZDV VHYHUHO\
ZHDNHQHGZKHQWKHSLJIDUPHUVOHIW
7KH IDUPHUV· FRDOLWLRQ DJDLQVW 77,3&(7$ ZDV LQGHHG LGHRORJLFDOO\
KHWHURJHQHRXV DOWKRXJK WKH\ZHUH VRPHZKDW XQLWHG LQ WKHLU UHMHFWLRQ RI XQIDLU
WUDGHFRPSHWLWLRQHYHQKHUHGLIIHUHQFHVUHPDLQHGWKHSRXOWU\DQGSLJIDUPHUVZHUH








VPDOOHU IDPLO\ ILUPV RXW RI WKHPDUNHW LQ OLYHVWRFN DQG DUDEOH IDUPLQJ0RUHRYHU
77,3 DQG&(7$ZRXOG OHDG WR MRE ORVVHV LQ WKH VXSSO\ DQG SURFHVVLQJ LQGXVWULHV





WKH GUHGJHUV DQG WKH GDLU\ VHFWRU 7KHUH ZDV DOVR ZLGHVSUHDG VXSSRUW IRU WKH
LQFOXVLRQRI ,6'67KHPHDW VHFWRUKDG FOHDUGHIHQVLYHGHPDQGV7KH'XWFKPXVLF
LQGXVWU\DOVRVHQWRXWDSRVLWLRQEXW,RQO\KDYHHYLGHQFHRIWKHPJHWWLQJLQYROYHG
ODWHLQ)RUPDQ\VHFWRUVKRZHYHU,VWLOOODFNFOHDUHYLGHQFHDERXWWKHLUQRQ
SRVLWLRQLQJ2I FRXUVH FRQVLGHULQJ WKH ODFNRI ¶FHUWDLQW\·RI VXFK ¶ILQJHUSULQWV·P\
LQDELOLW\ WR WUDFN WKHPGRZQ FDQQRW LQ LWVHOI EH FRQVLGHUHG D IDOVLILFDWLRQ RI VXE
VHFWRUDORUILUPV·SRVLWLRQLQJ+RZHYHU,DOVRKDYHHYLGHQFHWKDWDQXPEHURIVHFWRUV
GLG QRW JHW LQYROYHG LQ &(7$ LH HYLGHQFH RI DEVHQFH UDWKHU WKDQ DEVHQFH RI

 %LRQH[W WKH FKDLQZLGH RUJDQL]DWLRQ IRU RUJDQLF DJULFXOWXUH ZDV DOVR PRUH SDVVLYH RQ &(7$ WKDQ 77,3
EHFDXVHWKH\KDGVRPHPHPEHUVWKDWZHUHVHWWRJDLQIURPWKHIRUPHUGHDO,QWHUYLHZ$%&





 7KH UHSRUWZDV WKHQ VLJQHGE\1HGHUODQGVH9DNERQG9DUNHQVKRXGHUV/729DUNHQVKRXGHULM1HGHUODQGVH
9DNERQG 3OXLPYHHKRXGHUV 'XWFK 'DLU\PHQ %RDUG 1HGHUODQGVH 0HONYHHKRXGHUV 9DNERQG 1HGHUODQGVH




HYLGHQFH LQFOXGLQJ WKH ILQDQFLDO VHFWRU WKH )1/, )0( DQG DOVR VSHFLILFDOO\ LWV
DJURIRRGVXEVHFWRUWKHFKHPLFDODQGSKDUPDFHXWLFDOLQGXVWU\WKHVKLSEXLOGHUVLQ
JHQHUDO'XWFKEXVLQHVVVRP\VRXUFHVFODLPZDVJHQHUDOO\XQLQWHUHVWHGGXULQJWKH
QHJRWLDWLRQV ,I DVNHG WKH\ ZRXOG RIIHU VXSSRUW IRU IXUWKHU RSHQLQJ EXW GLG QRW
SURDFWLYHO\ SXVK IRU WKLV RU PRUH VSHFLILF SRVLWLRQV 7KLV LV IXUWKHU VXSSRUWHG E\
VRPHFLUFXPVWDQWLDOHYLGHQFHWKDW,SUHVHQWEHORZ$JHQHUDOODFNRIEXVLQHVVLQSXWLV
DOVR HYLGHQW IURP WKH:2%VRXUFHV DOWKRXJKZH FDQGRXEW KRZ H[KDXVWLYH WKHVH
UHDOO\DUHLQWKLVUHJDUGVHHEHORZ
,Q WKH ¶SROLWLFDO·SKDVH LW LV FOHDU WKDWPRVWRI'XWFK VHFWRUV VXSSRUWHG&(7$7KH
RQO\H[FHSWLRQZHUHDQXPEHURI IDUPHUV·RUJDQL]DWLRQV WKHPRVWPDMRURQHEHLQJ
/729DUNHQVKRXGHUV+RZHYHUWKLVVRPHZKDWPRUHLQWHQVHSURFRQWUDSRVLWLRQLQJ
ZDV H[FHSWLRQDO ,QVWHDGRI SDVVLRQDWHO\ VSOLWWLQJ LQ SURFRQWUD FDPSV WKH RYHUDOO
DWWLWXGHRIPDQ\EXVLQHVVDVVRFLDWLRQVDQGWKHLUPHPEHUVVHHPVWRKDYHEHHQRQHRI
VXSSRUWLYH GLVLQWHUHVW UDWKHU WKDQ DFWLYH HQJDJHPHQW ERWK EHIRUH DQG DIWHU WKH
FRQFOXVLRQRIWKHQHJRWLDWLRQV2QWKHZKROHEXVLQHVVDOVRUHPDLQHGTXLWHXQLILHG
WKURXJKRXWWKHSXEOLFGHEDWHZKLFKZDVPRVWO\ZDJHGE\DQGGHOHJDWHGWR912
1&::LWKLQ9121&: WKHPHDW SURFHVVLQJ LQGXVWU\ZDVPRUH GHIHQVLYH EXW
WKLV GLG QRW OHDG WR DQ\ NLQG RI RSHQ FRQIOLFW ,W MXVW PDGH WKH LQWHUVHFWRUDO
RUJDQL]DWLRQ OHVV XVHIXO WR WKHP LQ WKHLU LQVLGH OREE\LQJ $IWHU WKH GHDO ZDV
FRQFOXGHGWKH&29SXEOLFO\VXSSRUWHG&(7$,QWHUYLHZ&29
2IFRXUVHWKLVEULQJVXVWRWKHTXHVWLRQRIP\VRXUFHV·DQGWKHLUPHPRULHV·RUWKHLU













DOWKRXJK VRPH RI WKHVH VSHFLILF GHPDQGV ZHUH RI FRXUVH DOVR UDLVHG ZLWKLQ WKH
912·VWUDGHFRPPLWWHH·VGLVFXVVLRQVZLWKWKHPLQLVWU\)RUH[DPSOHWKHGUHGJHUV·
DVVRFLDWLRQ 1$%8 KDG GLVFXVVHG WKH LVVXH RI SXEOLF SURFXUHPHQW RI GUHGJLQJ





FRPPLWWHH ,QWHUYLHZ  9121&:  7KH UHODWLRQVKLS ZLWK WKH PLQLVWU\ RI
IRUHLJQDIIDLUVZDVYHU\JRRG,QWHUYLHZ9121&:
,IWKH:2%'RFXPHQWVDUHFRPSUHKHQVLYHWKHQZHFDQRQO\FRQFOXGHWKDWFRQWDFWV




RI WKH IRUPHU ZKHUH WKH ODWWHU SRLQWHG RXW WKHLU LQWHUHVW LQ UHPRYLQJ &DQDGD·V
¶&RDVWLQJ 7UDGH $FW· :2% ² 'RFXPHQW  0XFK ODWHU LQ WKH SURFHVV RQ





,W VHHPVH[WUHPHO\XQOLNHO\ DQGLVFOHDUO\ IDOVLILHGE\VRPHRIP\ LQWHUYLHZV WKDW
WKHVHZHUHWKHRQO\FRQWDFWVWKDWWRRNSODFH+RZHYHUWKHVRXUFHVWKDW,GLVFXVVHGLQ
WKH SUHYLRXV VHFWLRQ GR VHHP WR LQGLFDWH WKDW WKH\ KDG LQ IDFW UHPDLQHG OLPLWHG








)RU H[DPSOH IRUHLJQ DIIDLUV KDG RQH SHUVRQ WKDW ZRUNHG H[FOXVLYHO\ RQ WKH
DJULFXOWXUDOGLPHQVLRQRI)7$VDQG/72·V%UXVVHOVRIILFHVSRNHWRKHUDWOHDVWWZRWR
WKUHH WLPHV HYHU\PRQWK (VSHFLDOO\ ZKHQ WKH &62V· FDPSDLJQ JDLQHG VSHHG WKH
PLQLVWU\ EHFDPH HYHQPRUH HDJHU WR KHDU /72·V QXDQFHG SRVLWLRQ LQ IDYRU RI WKH
GHDO$VWKHFURVVVHFWRUDOVSRNHVPDQWKHLUEURDGHUQDUUDWLYHZDVQHHGHGWRFRXQWHU











 ¶7KH &(7$ $JUHHPHQW FRQWDLQV LPSRUWDQW FRPPLWPHQW WR EHWWHU SURWHFWLRQ RI UHFRUGHG PXVLF QRWDEO\
WKURXJKDJXDUDQWHHRIFRPSOLDQFHZLWKWKH:,32SHUIRUPDQFHVDQGSKRQRJUDPVWUHDW\:337VWDQGDUGVDQGD
FRPPLWPHQWWRFRPSUHKHQVLYHSURWHFWLRQRIEURDGFDVWLQJDQGFRPPXQLFDWLRQWRWKHSXEOLFULJKWVLQSDUWLFXODU·







QRW WDNH DQ\ DXWRQRPRXV DFWLRQ HLWKHU WKH\ ZHUH UHSUHVHQWHG E\ )0( LQ 912
1&: 7KH RQO\ )0( VXEVHFWRU WKDW KDG D VSHFLILF VWDNH LQ &(7$ ZHUH WKH
SURGXFHUVRIDJULFXOWXUDODQGIRRGSURFHVVLQJPDFKLQHU\(YHQKHUHKRZHYHUWKH\
RQO\ IROORZHG WKH QHJRWLDWLRQV IURP D GLVWDQFH 7KH\ QHYHU JRW LQ WRXFKZLWK WKH
'XWFK JRYHUQPHQW RU WKH &DQDGLDQ HPEDVV\ $ VXUYH\ RI WKHLU PHPEHUV ZDV






LWZDVSOHDVHGZLWK WKH ILQDO DJUHHPHQW EHFDXVH LW VXEVWDQWLDOO\ ORZHUHG WDULIIV RQ
VKLSV IURP  WR ]HUR RYHU WKH FRXUVH RI VHYHQ \HDUV 7KH UHDVRQ WKH\ GLG QRW
OREE\ RQ WKLV LVVXH LV WKDW &DQDGD GLG QRW KROG RQ WR HVSHFLDOO\ SURWHFWLRQLVW
OHJLVODWLRQ VXFK DV WKH 86· ¶-RQHV$FW· WKDW KDG WR EH DGGUHVVHG RIIHQVLYHO\ DQG
EHFDXVHWKH\VRPHZKDWDVVXPHGWKDWFRXQWULHVOLNH&DQDGDDQGWKH(8ZRXOGZRUN
RQ ORZHULQJWDULIIV LQWKHVHNLQGVRIJRRGV6LQFHWKHLUUHVRXUFHVZHUH OLPLWHG WKH\
RQO\ GLG VRPH OLPLWHG OREE\LQJ DW WKH (3 DORQJ ZLWK 9121&: ZKHQ WKH
3DUOLDPHQWKDGWRUDWLI\WKHGHDO7KHVHFWRU·V%UXVVHOV·RIILFHZDVDOVRTXLWHVXUHWKDW
QRQHRI WKHPDMRU'XWFK VKLSEXLOGLQJ ILUPVKDGGRQHDQ\ OREE\LQJ RQO\DIWHU WKH
QHJRWLDWLRQV KDG HQGHG GLG WKH\ JHW LQ WRXFK ZLWK WKHLU VHFWRUDO DVVRFLDWLRQ·V





 &29  ,Q GDLU\ DW WKH EHJLQQLQJ RI WKH &(7$ QHJRWLDWLRQV WKH 1=2
FRPPXQLFDWHG ZKDW WKHLU LQWHUHVWV ZHUH WKDW LW ZDV D JRRG WKLQJ WKDW WKH
QHJRWLDWLRQVZHUHEHLQJVWDUWHGDQGWKDWQRWDEO\LQFKHHVHWKHUHZHUHVWLOOLPSRUWDQW
EDUULHUV  7KH\ UHFHLYHG WHFKQLFDO EULHILQJV IURP WKH ('$ZKLFK WKH\ DGDSWHG LQ
FHUWDLQ UHVSHFWVDQGRQ WKHVSHFLILF'XWFK LQWHUHVWV UDLVHG WKLVZLWK IRUHLJQDIIDLUV
DQG HFRQRPLFV VR WKDW WKHVH FRXOG EULQJ WKHP WR WKHLUZRUNLQJJURXSV+RZHYHU
HYHQWKRXJKWKH\KDGDELJLQWHUHVWLQ&(7$P\VRXUFHZDVQ·WVXUHWRZKDWH[WHQW
WKH\ ZHQW LQWR WKH GHSWKV RI WKH QHJRWLDWLRQV WR DOVR SURYLGH SHRSOH ZLWK WKHLU
DUJXPHQWV WR VWHHU QHJRWLDWLRQV DW WKH WHFKQLFDO OHYHO ,Q FKHHVH LW ZDV DFWXDOO\
DOUHDG\ FOHDU IRU HYHU\RQH WKDW WKHUH ZDV DQ RSSRUWXQLW\ WR LQFUHDVH H[SRUWV WR
&DQDGD,QWHUYLHZ1=2
7KHIDUPHU·VFRDOLWLRQDJDLQVW77,3PHWZLWKWKHPLQLVWU\WKUHHWLPHVLQWKHVXPPHU
RI  RIZKLFKRQHPHHWLQJZDVGLUHFWO\ZLWK3ORXPHQ$FFRUGLQJ WR$%& WKLV
ZDVLQSDUWEHFDXVHWKHSDUOLDPHQWSXWSUHVVXUHRQWKHPLQLVWU\WRPHHWZLWKWKHP
DIWHU WKHFRDOLWLRQKDGSXEOLVKHGLWVPDQLIHVWRDW WKH7ZHHGH.DPHULQ-XO\%HIRUH
DQG DIWHU WKLV HSLVRGH WKH\ KDG QRW EHHQ LQ GLUHFW FRQWDFW ZLWK IRUHLJQ DIIDLUV
,QWHUYLHZ$%&








RQ WKH 77,3DGYLFH$FFRUGLQJ WR WKHP WKLVZDV EHFDXVH WKH GLVFXVVLRQZDV YHU\
IDFWXDODQGQRWHPRWLRQDO²HYHQZKLOHWKRVHVDPHRUJDQL]DWLRQVZHUHZDJLQJDZDU
RIZRUGVRXWVLGHRIWKH6(57KLQJVGLGJHWPRUHGLIILFXOWRQFHHDFKSDUWQHUKDGWR
SUHVHQW WKH DGYLFH WR WKHLUPHPEHUV ,Q /72 IRU H[DPSOH WKH SLJ IDUPHUV ZKLFK
KDGWKHLUFRDOLWLRQZLWKWKH1*2VWRWKLQNRIWULHGWRUHMHFWWKHWH[WEXWWKH\ZHUH




,W ZDV D JRRG DGYLFH SLFNHG XS DFURVV WKH SROLWLFDO VSHFWUXP DOWKRXJK WKH
LQWHUSUHWDWLRQYDULHGZLGHO\DV WKH PRVWO\XQDQLPRXVSRVLWLRQRIHPSOR\HUVDQG
WUDGHXQLRQVRIIHULQJD IUDPHZRUN WRHYDOXDWHRWKHU)7$V LQFOXGLQJ&(7$912
1&: VDZ WKH UHPDLQLQJ DPELJXLW\ RQ ,6'6 DV UHIOHFWLQJ D WUDGHRII EHWZHHQ WKH




9121&: EXVLQHVV· SULPDU\ ¶RXWVLGH· YRLFH IHOW WKDW WKH ZD\ WKH\ KDG
FRPPXQLFDWHG DERXW WKH )7$V KDG QRW EHHQ VXIILFLHQWO\ HIIHFWLYH ¶2WKHU VRFLHWDO

























ZDV FRQILUPHG E\ WKH PLQLVWU\ RI IRUHLJQ DIIDLUV ZKLFK HQFRXQWHUHG WKH VDPH






VRFLDO PHGLD ,QWHUYLHZ  9121&:  /72 DOVR DFNQRZOHGJHG WKDW LW ZDV
FOHDU WKDW WKH IDUPHUV· DQWL77,3 FRDOLWLRQ VXFFHHGHG LQ FDSWXULQJ WKH SXEOLF·V WKH





7KH JHQHUDO ODFN RI 35HQHUJ\ RQ WKH EXVLQHVV VLGHZDV DOVR XQGHUVFRUHG E\ WKH
1*2VWKHPLQLVWU\DQGVRPHRWKHUEXVLQHVVDVVRFLDWLRQV,QWHUYLHZ+HDGRI,0+
 ,QWHUYLHZ 1HWKHUODQGV0DULWLPH7HFKQRORJ\  ,QWHUYLHZ 71, 
,QWHUYLHZ91:DQGDOVRDSSHDUVHYLGHQWIURPWKHSUHVVDQDO\VLVLQFOXGHGLQ
WKH FKDSWHU RQ &62V 9121&: DORQJ ZLWK RWKHU EXVLQHVV DVVRFLDWLRQV DOVR
ODPHQWHG WKH HPRWLRQDOO\ ORDGHGLUUDWLRQDO GHEDWH ¶FKORULQH FKLFNHQV· WKDW ZDV




VWDQGLQJ DQG WKH ZHLJKW RI WKH 6(5·V OHJLWLPDF\ VXFFHHGHG LQ VRPHZKDW
UDWLRQDOL]LQJWKHGHEDWH,QWHUYLHZ9121&:
0\UHYLHZRI WKHSUHVV LQ WKHSUHYLRXVPHFKDQLVPWHQGV WR FRQILUP WKLVQDUUDWLYH
%XVLQHVVYRLFHVZHUHODUJHO\DEVHQWLQWKHSUHVVFRYHUDJHZKLOHJLYLQJDPSOHVSDFH
WR WKH FULWLFV1HDU WKH DXWXPQRI  DOWKRXJK  WKH UHIHUHQFHV WR9121&:RU
/72UHPDLQHGODUJHO\VWDWLFWKHFRYHUDJHEHFDPHPRUHVXSSRUWLYHRI&(7$*LYHQ
WKH UHODWLYHO\ ODWH DQG ODFNOXVWHU FDPSDLJQ E\ EXVLQHVV LW VHHPV LPSODXVLEOH WR



















MRLQHG WKH1*2·V FRDOLWLRQZHUH VSHDNLQJ IRU DOO DJULFXOWXUDO LQWHUHVWV 7KH\ FODLP
WKH\VXFFHVVIXOO\LQIOXHQFHGLHVRIWHQHGWKHSRVLWLRQRIDQXPEHURISDUWLHVLIZH
ZHUHWRFRPSDUHWKHGLVFXVVLRQVLQWKH7ZHHGH.DPHUZLWKWKHOHWWHUVVHQWE\/72ZH
ZRXOG VHH WKDW VHYHUDO RI WKHLU SRLQWV KDGEHHQGLUHFWO\ DGRSWHG ,QWHUYLHZ  /72
1HGHUODQG
,QWHUHVWLQJO\WKHIDUPHUV·FRDOLWLRQVHHPHGWREHOLHYHURXJKO\WKHVDPHWKLQJ7KH\
VHQW WKHLU ILUVW OHWWHU WR SDUOLDPHQW LQ  DQG RUJDQL]HG SXEOLF DFWLRQV DW WKH
7ZHHGH.DPHU LQ$SULO  7KHLU HIIRUWV KHUHZHUH VXSSRUWHGE\ JRRGSHUVRQDO
QHWZRUNV WKH WKHQ FKDLUPDQRI WKH199ZDV D IRUPHUSROLF\RIILFHURI WKH99'·V
IUDFWLRQ DQG DQ 03 IURP &'$ KDG EHIRUH EHHQ SDUW RI WKH 199 DV ZHOO 7KHVH
IDUPHUV· RUJDQL]DWLRQVDOVRKDG VWURQJ OLQNVZLWK&8DQG6*3ZKLOH$%&NHSW LQ
WRXFKZLWK 63 39'' DQG*/2YHUDOO WKH\ IHOW WKDW WKHLU FDPSDLJQ LQ WKH'XWFK
SDUOLDPHQWZHQWZHOO7KH\ IHOW WKDW&86*3DQG*URHQ/LQNV LQSDUWLFXODU VWDUWHG
XVLQJ WKHLU DUJXPHQWV LQ GHEDWHV ZKLOH &'$ DQG 3YG$ UHPDLQHG PRUH LQ WKH
EDFNJURXQG'DQG99'ZHUHWKHLUPRVWYRFDORSSRQHQWV,QWHUYLHZ$%&
,QWKHUHYLHZRIWKHSDUOLDPHQWDU\GHEDWHV,VKRZHGWKDWWKHPDMRURSSRVLQJSDUWLHV
WKH 63DQG WKH3YG'EXW DOVR DQXPEHURI VPDOOHU&KULVWLDQSDUWLHV WKH6*3DQG
&8RIWHQUHIHUUHGWRWKHSURWHVWVE\WKH/DQGERXZFRDOLWLH7KH\DOVRXVHGPDQ\RI
WKH DUJXPHQWV IURP WKH IDUPHUV· FDPSDLJQ 7KH IXWXUH RI WKH SLJ IDUPHUV LQ
SDUWLFXODUEHFDPHDQLVVXHWKDWZDVKRWO\GHEDWHG LQ WKHSDUOLDPHQWZLWKDWWDFKHG
GLVFXVVLRQVRYHUWKHGDQJHUVRIKRUPRQHWUHDWHGPHDWV+RZHYHUWKHSDUWLHVRIWKH
FHQWHU DQG WKH OLEHUDO ULJKW UHPDLQHG HLWKHU IHUYHQW RU DPELJXRXV VXSSRUWHUV RI
&(7$
,QVXPPDU\
)URP LQWHUYLHZV DVZHOO DV WKH:2%GRFXPHQWV LW LV FOHDU WKDW EXVLQHVV LQWHUHVWV·
DFFHVV WR WKH PLQLVWULHV ZDV JRRG ERWK WKURXJK UHJXODU GLUHFW FRQWDFWV ZLWK





%DVHG RQ WKH OLWHUDWXUHZH FDPH WR D VRPHZKDW DPELJXRXV H[SHFWDWLRQ UHJDUGLQJ
WKHH[SODQDWRU\SRZHURIEXVLQHVV LQIOXHQFH LQ WKHJHQHVLVRI WKH'XWFKSRVLWLRQV
RQ&(7$7KLVDPELJXLW\KDVUHWXUQHGLQWKHFDVHVWXG\%HIRUH,ZRXOGDUJXH
WKDW WKH OHYHUDJHRI EXVLQHVVZDV FRQVLGHUDEOH&(7$SROLWLFVZDV FHUWDLQO\ ¶TXLHW·
SROLWLFV DW WKLV WLPH WKHUH ZDV QR SXEOLF DQG EDUHO\ DQ\ &62 DWWHQWLRQ IRU WKLV
GRVVLHU H[FOXGLQJ D EULHI VSXUW RI DWWHQWLRQ UHODWHG WR ,35 LQ  7KH DPRXQW RI
LQWHUQDOGLYLVLRQVZDVOLPLWHGDQGWKHUHFHSWLYLW\RIGHFLVLRQPDNHUVZDVKLJK$V,
GLVFXVV LQ WKHGHFLVLRQPDNHUV·PHFKDQLVP WKHFLYLO VHUYDQWV WKDW WRRN FDUHRI WKLV


FDVHZHUH KLJKO\ DWWXQHG WR WKHZLVKHG RI RUJDQL]HG EXVLQHVV $QG \HW DOWKRXJK
EXVLQHVV KDG YHU\ JRRG DFFHVV WR UHOHYDQW GHFLVLRQPDNHUV EHIRUH DQG GXULQJ WKH
QHJRWLDWLRQV DUJXDEO\ WKH PRVW LPSRUWDQW SKDVH IRU PDQ\ RI LWV PRUH VSHFLILF
LQWHUHVWV LW VHHPV DV WKRXJK RQO\ D KDQGIXO RI VHFWRUV DFWXDOO\ PDGH XVH RI WKLV
FKDQQHOWRFRPPXQLFDWHFHUWDLQGHVLGHUDWD
$IWHU  DQG IRUPRVW SDUWV RI &(7$ DFWXDOO\ XQWLO  WUDGH SROLWLFV EHFDPH
QRLV\DOEHLW IRFXVHGRQD OLPLWHGQXPEHURI LVVXHV WKHUHZDV LQWHQVHDWWHQWLRQ IRU
WKHGHDO DV VXFK SURFRQWUD&(7$ RQ ,6'6 DQG WR D OHVVHU H[WHQW RQ UHJXODWRU\
FRRSHUDWLRQ VHUYLFHV OLEHUDOL]DWLRQ DQG DVSHFWV UHODWHG WR DJULFXOWXUDO WUDGH IRRG
VDIHW\PHDW LPSRUWV DQLPDOZHOIDUH+HUH EXVLQHVVZDV ODUJHO\ RQ WKHGHIHQVLYH
EHFDXVH RI WKH UHODWLYHO\ XQH[SHFWHG VXFFHVV RI WKH&62 FDPSDLJQ EHFDXVH RI WKH
ODFN RI ¶HPRWLRQDO· IRUFH RI WKHLU DUJXPHQWV DQG EHFDXVH RI ILUPV· DQG VHFWRUV·
UHOXFWDQFH WRH[SRVH WKHPVHOYHV WRSXEOLFFULWLFLVPE\HQJDJLQJ LQ WKHGHEDWH7KLV
ZDV ODUJHO\ZKDWZHZRXOGKDYH H[SHFWHGZLWK RQHPDMRU H[FHSWLRQ D VPDOO EXW
VXEVWDQWLDO VXEDVVRFLDWLRQ RI /72 EURNH DZD\ IURP LWV SHDN IHGHUDWLRQ WR SURWHVW
DJDLQVW WKH GHDO ¶%URDGHQLQJ WKH VFRSH RI FRQIOLFW· E\ FUHDWLQJ DQ DOOLDQFH ZLWK D
QXPEHURI1*2VWKH\VXFFHHGHGDWOLQNLQJWKHLUVHFWRUDOGHIHQVLYHGHPDQGVZLWKD
ZLGHU QDUUDWLYH DERXW IRRG VHFXULW\ DQG IDLU WUDGH ,Q RWKHU ZRUGV WKHUH ZHUH
SXEOLFO\YLVLEOH LQWUDEXVLQHVVGLYLVLRQVDV3ORXPHQQRWHGDJULFXOWXUHZDV¶QRWDEOH
WRVSHDNZLWKRQHYRLFH·NVW6HSWHPEHU$QG\HWGHVSLWHWKHVH
VXERSWLPDO FRQGLWLRQV LW VHHPVFOHDU WKDW WKHEDODQFHRISRZHU UHPDLQHG WLOWHG LQ
IDYRU RI WKH JURXSV WKDW IDYRUHG &(7$ DV LW KDG EHHQ QHJRWLDWHG E\  WKH
H[HFXWLYH ZDV VWLOO OHG E\ D OLEHUDO SDUW\ WKH QHJRWLDWLRQV KDG DOUHDG\ EHHQ




2QO\ LQ DJULFXOWXUH GLG VRPHRIP\ LQWHUYLHZHHV HYDOXDWH WKH IUXLWV RI WKHLU ODERU
/721HGHUODQGZDV ¶QRW GLVSOHDVHG·ZLWK WKH RXWFRPH RI WKH&(7$QHJRWLDWLRQV
WKH\EHOLHYHGWKH\KDGKDGJRRGFRQWDFWVZLWKWKHJRYHUQPHQWDQGWKDWWKH\FRXOG
FOHDUO\ VHH WKHLUSRVLWLRQVEHLQJ WDNHQXS LQ WKH OHWWHUVRI WKHJRYHUQPHQW -XGJLQJ
IURPWKHLUFRUUHVSRQGHQFHZLWKWKHPLQLVWU\WKH\DOVREHOLHYHGWKDWWKH1HWKHUODQGV
KDGDFWLYHO\VXSSRUWWKHLUZLVKOLVWDWWKH(8OHYHO7KH\ZHUHXQVXUHZKHWKHUWKLV
UHIOHFWHG WKHLU OREE\LQJ HIIRUWV KRZHYHU PRVW RI WKHLU GHPDQGV ZHUH ¶UHDVRQDEO\
SUHGLFWDEOH·IRUWKHPLQLVWU\H[FHSWIRUWKHLUSRVLWLRQRQVWDQGDUGVRQDQLPDOZHOIDUH
,QWHUYLHZ /721HGHUODQG +RZHYHU HYHQ WKHQRYHOW\RI WKLVGHPDQG IRU










7KHUH ZDV FRQJUXHQFH RI FRPPXQLFDWHG EXVLQHVV SUHIHUHQFHV ZLWK WKH VWDWH·V
SRVLWLRQVRQ,6'6DQGODWHU,&6LWVSRVLWLRQLQIDYRURIRSHQLQJSURFXUHPHQWPDUNHWV
DQGGUHGJLQJVHUYLFHVLWVSRVLWLRQRQQRQDJULFXOWXUDOPDUNHWOLEHUDOL]DWLRQRQWKH
RSHQLQJ RI GDLU\ PDUNHWV DQG WKH WDFNOLQJ RI VSHFLILF EDUULHUV LQ FKHHVH RQ WKH





FRQVLGHUDEOHGRXEW DERXW WKH VHTXHQFHRIEXVLQHVV LQSXWDQG VXEVHTXHQWSRVLWLRQV
E\ WKH1HWKHUODQGV%HVLGHV/72QRQHRIP\ VRXUFHV FOHDUO\ DWWULEXWHGDQ\RI WKH
VWDWHV·SRVLWLRQWR WKHLUEXVLQHVV OREE\LQJDQGHVSHFLDOO\ LQFRPELQDWLRQZLWKWKH
JHQHUDOO\ OLEHUDO H[SRUWRIIHQVLYH GLVSRVLWLRQ RI WKH 1HWKHUODQGV WKHUH LV DQRWKHU






7KHUHZDVGLVFRQILUPDWLRQ IRU DQXPEHURI VHFWRUV , IRXQGHYLGHQFH WKDW VKRZHG
WKHUH ZDV HLWKHU QR SRVLWLRQLQJ RU QR OREE\LQJ IRU FHUWDLQ LVVXHV DQG VHFWRUV RQ
ZKLFK WKH 'XWFK QRQHWKHOHVV WRRN SRVLWLRQV LQ WKH 73& ILQDQFLDO VHUYLFHV
SKDUPDFHXWLFDOV	FKHPLFDOVVKLSEXLOGLQJDQGPDFKLQHU\$OWKRXJKLWLVOHVVFOHDU
ZKHWKHU EXW SODXVLEOH WKDW WKH 'XWFK VXSSRUWHG WKHVH SURYLVLRQV WKH:2% ILOHV
DOVRVKRZHGWKDWWKHUHZDVGXULQJWKHQHJRWLDWLRQVQR¶VRFLHWDO·SUHVVXUHRQ*02V
DQGKRUPRQHWUHDWHGPHDWRU LQ IDYRURIDQLPDOZHOIDUH IURPEXVLQHVV7KHUHZDV
DOVRQRFRQJUXHQFHEHWZHHQWKH'XWFKSRVLWLRQVRQWKHOLEHUDOL]DWLRQRIPHDWRUWKH
GHPDQGV RI WKH FRQWUD&(7$ IDUPHUV DQG WKH 1HWKHUODQGV DUJXHG LQ IDYRU RI
OHDYLQJRXWQRQWUDGH,35LQWKHSURYLVLRQDODSSOLFDWLRQGHVSLWHWKHPXVLFLQGXVWU\·V
OREE\LQ:HFDQDOVRVHHWKDWWKHVWDWHVXSSRUWHGDVHDUFKIRUDVWUHQJWKHQLQJRI
WKH HQIRUFHDELOLW\ RI WKH VXVWDLQDEOH GHYHORSPHQW FKDSWHUV DOWKRXJK 9121&:
DUJXHGWKDWWKHVHZHUHILQHDVWKH\ZHUH
)DOVLILFDWLRQDQGFRQILUPDWLRQZHUHPRUHWURXEOHVRPHIRUDQXPEHURIRWKHULVVXHV
(YHQ WKRXJK , KDYH JDWKHUHG QR RU HYHQ VRPH FRXQWHU HYLGHQFH DERXW EXVLQHVV
SRVLWLRQLQJRUOREE\LQJRQWKHVHLVVXHVLQ&(7$WKLVGRHVQRWDOORZPHWRFRQFOXGH
ZLWKDGHTXDWHFHUWDLQW\WKDWWKH'XWFKJRYHUQPHQWGLGQRWFRQVXOWZLWKWKHLQGXVWU\
RQWKHVH LVVXHV WKLVVHHPVHVSHFLDOO\XQOLNHO\ LQWKHFDVHRI WKHILQDQFLDO LQGXVWU\·V
FDUYHRXW IURP ,6'6 LWV GHPDQGV IRU RSHQLQJ LQ D QXPEHU RI SULYDWH VHUYLFHV LWV
SRVLWLRQRQ,35DQGWKHVKLIWVLQWKHSRVLWLRQRQ,6'67KLVDVVHVVPHQWZRXOGDOWHU
LIZHZHUHWRDVVXPHWKDWWKH:2%ILOHVZHUHFRPSUHKHQVLYHLHWKDWLIZHGLGQRW
ILQGDQ\HYLGHQFHRI OREE\LQJKHUH WKDW LW WKHUHIRUHKDGQRW WDNHQSODFH LH WKDW LW
EHFDPH KLJKO\ FHUWDLQ HYLGHQFH 7DNH LQWR FRQVLGHUDWLRQ WKDW WKH :2% ILOHV GLG
LQFOXGHHPDLOVWRGUHGJLQJILUPVIURPDQXPEHURI OHWWHUVIURPEXVLQHVVDQG






RI WKH UHDVRQ LV WKDW WKHVH PHHWLQJV WRRN SODFH FRQWLQXRXVO\ DQG LQIRUPDOO\ IRU
H[DPSOH LQ WKH 9121&:·V WUDGH SROLF\ FRPPLWWHH 7KLV ZRXOG KDYH DOORZHG
VHFWRUV DQG ODUJH ILUPV WR FRPPXQLFDWHGLUHFWO\ZLWK WKH0LQLVWU\ZLWKRXW OHDYLQJ
DQ\VRUWRISDSHU WUDLO2IFRXUVH WKH\PD\KDYHDOVR MXVWJLYHQWKHPDFDOODQGLW
VHHPVWKDWPHHWLQJVDW WKH OHYHORI WKHFLYLOVHUYLFH ZKLFKZHUHDUJXDEO\ WKHPRVW
LPSRUWDQWRQHVGXULQJWKHQHJRWLDWLQJSKDVHZHUHQRWWDNHQXSLQWKH:2%UHTXHVW








































































































7KH WKLUG SRWHQWLDO H[SODQDWLRQ , ZLOO EH WHVWLQJ SRVLWV WKDW LW ZDV QRW VRFLHWDO
LQIOXHQFH WKDW SURGXFHG WKH 'XWFK SRVLWLRQV EXW WKDW WKHVH ZHUH GHULYHG





7R LQYHVWLJDWH WKH SULRU SUREDELOLW\ RI GHFLVLRQ PDNHUV· DXWRQRPRXV SUHIHUHQFHV
GHWHUPLQLQJ WKHRXWFRPH , QHHG WR DQVZHU D QXPEHU RI TXHVWLRQV RXWOLQHG LQP\
WKHRUHWLFDOVHFWLRQ
3UHIHUHQFHV
2QHZK\ZRXOGZHH[SHFW'XWFKSROLF\PDNHUV WRFDUHDERXW WUDGHSROLF\" ,Q WKH
WKHRUHWLFDO UHYLHZ , RXWOLQHG D QXPEHU RI SRWHQWLDO VRXUFHV 7KH ILUVW RI WKHVH LV
SROLWLFDOHOHFWRUDO FDOFXODWLRQ SROLWLFLDQVPD\ EH LQFOLQHG WR SD\ DWWHQWLRQ WR WUDGH
EHFDXVHRI HOHFWRUDORUSDUW\SROLWLFDO UHDVRQV$V , VKRZHG LQ WKH LQWURGXFWLRQZH
PLJKW DVVXPH WKDW WKLV LV JHQHUDOO\ D TXLWHPRGHVW LQFHQWLYH WKHUH DUH LQGLFDWLRQV
WKDWWKHSXEOLFDQGWKHUHIRUHWKHSDUOLDPHQWGRHVQRWSD\PXFKDWWHQWLRQWRWUDGH
LVVXHVDQGWKDW LW·VQRWKLJKRQWKHHOHFWRUDO DQG WKHUHIRUHSDUOLDPHQWDU\DJHQGD
+RZHYHUWKHLQWURGXFWLRQDOVRGHPRQVWUDWHGWKDWWKHUHLVDVWURQJOLEHUDOVHQWLPHQW
DPRQJ WKH SXEOLF 3ROLWLFLDQV DLPLQJ IRU WKH PHGLDQ YRWHU HJ WKH LGHRORJLFDOO\
VRIWHQHGFHQWULVWJRYHUQLQJSDUWLHVPD\WKHUHIRUHEHLQFOLQHGWRVXSSRUWIUHHWUDGHLI
FKRLFHVQHHG WREHPDGHDQG WKLVPLJKWEH WUDQVODWHG LQWR WKHSROLF\ OLQH WKHFLYLO
VHUYLFH KDV WR IROORZ 7KH SROLWLFDO RYHUYLHZ SUHVHQWHG LQ WKH LQWURGXFWLRQ DOVR
VKRZHG WKDW WKHUH ZHUH RWKHU SUHVVLQJ LVVXHV WKDQ WUDGH SROLWLFV GRPLQDWLQJ WKH
'XWFK GD\WRGD\ SROLWLFDO DJHQGD 5HFDOO PRUHRYHU WKDW WKH 'XWFK JRYHUQPHQWV
KDYH DV DOZD\V EHHQ FRDOLWLRQ JRYHUQPHQWV :H PD\ H[SHFW WKDW WKHVH
FKDUDFWHULVWLFV IXUWKHU GURYH FRDOLWLRQV WRZDUGV WKH OLEHUDO PLGGOH 2I FRXUVH ZH
NQRZWKDWWKHG\QDPLFFKDQJHGIURPRQZKHQWKHLVVXHVLJQLILFDQWO\JDLQHGLQ
SXEOLF VDOLHQFH<HW DV ,GHPRQVWUDWHG LQ VHFWLRQ EF HYHQ WKHQ WKHPHGLDQ
YRWHU UHPDLQHG VXSSRUWLYH RI WKH)7$V DOVR DPRQJ WKH 3YG$DQG99'·V YRWHUV







6HFRQGO\ WKH H[HFXWLYH PD\ KDYH EHOLHYHG WKDW WKH 1HWKHUODQGV KDG LPSRUWDQW
LQWHUHVWV DW VWDNH LQ WKH QHJRWLDWLRQV 7KH OLWHUDWXUH SRLQWHG QRWDEO\ DW HFRQRPLF
UHJXODWRU\DQGIRUHLJQSROLF\LQWHUHVWV$V,DOUHDG\SRLQWHGRXWLQSUHYLRXVFKDSWHUV
WKH DJJUHJDWH HFRQRPLF JDLQV IURP &(7$ ZHUH SURMHFWHG WR EH YHU\PRGHVW EXW
SRVLWLYH &RQVLGHULQJ WKH VPDOO VLJQLILFDQFH RI &DQDGD DV D WUDGH DQG LQYHVWPHQW
SDUWQHU ZH PLJKW H[SHFW SROLF\ PDNHUV WR KDYH KDG DQ HTXDOO\ SRVLWLYH \HW





RI WKH1HWKHUODQGVDQG LQ VHUYLFHV OHVV LPSRUWDQW LQ LWV WUDGHSURILOHEXWDKHDY\
ZHLJKWLQWHUPVRIYDOXHDGGHGDQGHPSOR\PHQW)LQDOO\LQLQYHVWPHQW&(7$ZDV
RQH RI WKH ILUVW (8 GHDOV ZLWK DQ LQYHVWPHQW FKDSWHU DQG LQYHVWPHQW SURWHFWLRQ







RYHUYLHZ WKH DERYH GHSHQGV RQ WKH VWDWH·V FDSDFLW\ WR LQYHVWLJDWH DQG ¶NQRZ· LWV
LQWHUHVWV 7KH PRUH UHVRXUFHV WKH PRUH ZH PLJKW H[SHFW D PHPEHU VWDWH WR
LQYHVWLJDWH LWV SUHIHUHQFHV DFURVV D WUDGH SROLF\ GRVVLHUV DQG WKH PRUH ZHPLJKW
H[SHFW LW WR LQWHUYHQHZLWKKRPHJURZQSRVLWLRQV LQ DYDULHW\RI WHFKQLFDO LVVXHV
-XGJLQJIURPP\DQDO\VLVRILWVWUDGHGHFLVLRQPDNLQJ,ZRXOGVD\WKDWWKHVWDWHKDG
VXIILFLHQW FDSDFLW\ QRW RQO\ LQ WKH PLQLVWULHV EXW DOVR LQ VXSSRUWLYH DQDO\WLFDO




DERXW WKLV+RZHYHU WKHUHKDYHEHHQVWXGLHVRI WKHJHQHUDOHFRQRPLFSDUDGLJPRI
SROLF\PDNHUVZKLFK , GLVFXVVHG LQ WKH LQWURGXFWRU\ VHFWLRQ$V DUJXHGE\.HXQH






IDYRUDEOH:HPLJKW WKHUHIRUHH[SHFW WKDWPRVWSRVLWLRQVGLGQRWGHULYH IURPQHZ
&DQDGDVSHFLILFGLVFXVVLRQVRUDQDO\VHVEXW IURPWKHSRVLWLRQ WKDW WKHJRYHUQPHQW
KDGKHOGDFURVV WKHWRSLFVEHLQJQHJRWLDWHG LQSUHYLRXVWDONVDVWURQJLQYHVWPHQW






LV QRUPDOO\ YHU\ ORZ0RUHRYHU , KDYHQRDSULRUL UHDVRQV WR VXVSHFW WKDW IRUHLJQ
DIIDLUVKDGDYHU\GLIIHUHQWRXWORRNWKDQHFRQRPLFVDQGDVP\LQWHUYLHZHHDUJXHG
WKHPHUJLQJRIHFRQRPLFV·WUDGHSROLF\XQLWVZLWKWKHPLQLVWU\RIIRUHLJQDIIDLUVGLG
QRW OHDG WR DQ\ VRUW RI VKLIWLQJ SDUDGLJPV RU EXUHDXFUDWLF LQWHUHVWV $OO WKLV LV






, EHOLHYH LW PDNHV VHQVH WR VRPHZKDW LQVHUW WKH GHVFULSWLYH ILQGLQJV IURP WKH
SUHYLRXVVRFLHWDOPHFKDQLVPV&62V·DQGSXEOLFSUHVVXUHZHUHDWILUVWDOPRVWWRWDOO\




VWDWH LV JHQHUDOO\ ¶VRIW· KRZHYHU OHDGLQJ PH WR H[SHFW D ELJ SRWHQWLDO UROH LH
RSHQQHVVWR¶TXLHWOREE\LQJ·LQWKHOHVVSROLWLFL]HGHDUOLHUSKDVHVRIWKHQHJRWLDWLRQV
7KHUH ZDV DOVR D ERRP RI DWWHQWLRQ LQ WKH SDUOLDPHQW FKDOOHQJLQJ WKH H[HFXWLYH
GRPLQDQFHRIWKLVLVVXHZKLFKZDVSUREDEO\SHUYDVLYHEHIRUH<HWWKHPDMRULW\
SDUWLHV KDG WR VDIHJXDUG WKHLU JRYHUQPHQW DQG WKH 3YG$ LWV PLQLVWHU DQG WKH
SDUOLDPHQW·V IRUPDO SRZHUV WR FKDQJH WKH 'XWFK SRVLWLRQ UHPDLQHG OLPLWHG
7RJHWKHU WKLV DUJXDEO\ OHIW SOHQW\ RI OHHZD\ IRU GHFLVLRQ PDNHUV WR GR DV WKH\







WKH 1HWKHUODQGV WR KDYH EHHQ RQ WKH RIIHQVLYH VLGH LQ PDQ\ RI WKH FRQWURYHUVLDO
LVVXHV WKDW DURVH QHJDWLYH OLVWLQJ ,6'6 GDLU\ DQG PHDW ,35 EXW , ODFN JRRG
JURXQGV IRU H[SHFWLQJ H[WHUQDO SUHVVXUHV ZKHWKHU IURP RWKHU PHPEHU VWDWHV WKH
&RPPLVVLRQRU&DQDGDRQWKH1HWKHUODQGVWRKDYHEHHQHLWKHUKLJKRUORZ
,QVXPPDU\
2YHUDOO MXGJLQJ IURP WKHVH DUWLILFLDO D SULRUL FRQVLGHUDWLRQV , WKLQN ZH VKRXOG
H[SHFWSROLF\PDNHUV WRKDYHKDGDSUHIHUHQFHHYHQ LQ WKHDEVHQFHRIDQ\ VRFLHWDO
OREE\LQJ LQ IDYRU RI QHJRWLDWLQJ DQG FRQFOXGLQJ DQ )7$ ZLWK &DQDGD DQG D

1RW MXVW LQ(8)7$VZKHUHWKHUHZDVRIFRXUVHWKHQHZO\H[SDQGHGFRPSHWHQFHRI WKH(8EXWDOVR LQ WKH
PDQ\RWKHUWUDGHSROLF\GLVFXVVLRQVWKDWKDGEHHQZDJHGLQWKHSDVWILIWHHQ\HDUVWKH*$76WKH:72WKHLURZQ
%,7V HW FHWHUD  1RWH KRZHYHU WKDW WKH 1HWKHUODQGV GLG QRW KDYH D %,7 ZLWK &DQDGD DQG WKDW WKH SDWK
GHSHQGHQF\ LQ WHUPV RI H[LVWLQJ LQYHVWRUV EHLQJDIIHFWHGPD\ KDYH EHHQ VHHQ DV OLPLWHG KRZHYHU VLQFH WKH




SUHIHUHQFH IRU PRUH PDUNHW RSHQLQJ LQ WKH 'XWFK RIIHQVLYH VHFWRUV QRWDEO\
IRRGVWXIIVDQGVHUYLFHVDVZHOODVDFOHDUSUHIHUHQFHIRUVRPHQRUPDWLYHLVVXHVVXFK
DV VXVWDLQDEOH GHYHORSPHQW DQG DQLPDOZHOIDUH ,Q LQYHVWPHQWZH FDQ H[SHFW WKH
VWDWHWRKDYHKDGDSUHIHUHQFHLQIDYRURIVWURQJSURWHFWLRQV
$VXVXDOWKHVHSULRUVDUHWXUQHGLQWRPRUHGHWDLOHGVWHSVSHFLILFVFRSHFRQGLWLRQVLQ
WKHDQDO\VLVWKDWIROORZV LQZKLFKWKHHPSLULFV IURPSUHYLRXVVWHSVRI WKLVDQGWKH
RWKHUPHFKDQLVPVLVDOVRWDNHQXS
 





7UDFH HYLGHQFH DWWHPSWV RI SROLF\ PDNHUV WR LQIOXHQFH SRVLWLRQVDFWLYLW\ RI
VWDNHKROGHUV SROLF\PDNHUV DUJXLQJ ZLWK VWDNHKROGHUV SROLF\PDNHUV· SHUIRUPLQJ
DQDO\VHV SROLF\PDNHUV GHEDWLQJ DPRQJVW WKHPVHOYHV DERXW DVSHFWV RI WKH )7$
SROLF\PDNHUV WDNLQJ D VWDQFHRQDVSHFWVRI WKH)7$ ORZ LQWHQVLW\RI FRQWDFWVZLWK
VWDNHKROGHUVODFNRIFKDQJHLQSRVLWLRQLQJRYHUWLPH
$FFRXQWHYLGHQFHSROLF\PDNHUVVWDNHKROGHUVDWWULEXWLQJWKH1HWKHUODQG·VSRVLWLRQ
WR SROLF\PDNHUV· RZQ DQDO\VHVLGHRORJ\« VWDNHKROGHUV FODLPLQJ WKH\ KDG OLWWOH
LQIOXHQFHDFFHVVLQSULYDWHFRQYHUVDWLRQDQLQWHUYLHZLQWKHSUHVVSXEOLFVWDWHPHQWV







EHFDXVH WKHUHZDVPRUH WUDQVSDUHQF\ YLVjYLV WKH SDUOLDPHQW DQG EHFDXVH RI WKH
:2%UHTXHVW , KDG DFFHVV WR PRUH GRFXPHQWDWLRQ IURP EHIRUH  +RZHYHU
VRPHZKDWWRP\RZQVXUSULVHLWZDVPRUHGLIILFXOWWRDOVRVSHDNWRGHFLVLRQPDNHUV
DW WKHPRUH ¶WHFKQLFDO· OHYHOV DQG LPSRVVLEOH WR ILQG DQ\RQH LQYROYHG LQ WKH GHDO
IURPEHIRUH0RUHRYHUHYHQLQWKH1HWKHUODQGVWKHUHZHUHQRSXEOLFVWDWHPHQWV
DERXW&(7$IURPEHIRUH7KLVPHDQVWKDWP\YLHZVDERXWWKHLQWHUQDONLWFKHQ












RI VWDWH RI HFRQRPLFV %OHNHU +H DUJXHG LQ UHVSRQVH WR D TXHVWLRQ WKDW WKH
1HWKHUODQGV ZRXOG VWURQJO\ EHQHILW IURP DQ DFFRUG ZLWK &DQDGD EHFDXVH 'XWFK
ILUPVZRXOGJHWWKHVDPHDFFHVVWRWKH&DQDGLDQPDUNHWDV86ILUPV7KLVZRXOGEHD
JUHDW RSSRUWXQLW\ HVSHFLDOO\ IRU VHUYLFHV OLNH ,&7 DQG WUDQVSRUW+RZHYHUKH DOVR
DUJXHG WKDWPRUH SURJUHVVZDV VWLOO QHFHVVDU\ LQ VRPH LPSRUWDQW VHFWRUV ILQDQFLDO
DQGSRVWDODQGFRXULHUVHUYLFHVLQZKLFKWKH\ZHUHDVNLQJWKH&RPPLVVLRQWRSXVK
&DQDGD WR JR PXFK IXUWKHU NVW  $SULO  ,Q  KH DJDLQ
UHLWHUDWHG KLV JHQHUDO VXSSRUW IRU WKH GHDO DQG IXUWKHU OLVWHG WKH 'XWFK HFRQRPLF
LQWHUHVWV WKDW ZHUH DW VWDNH LQ WKH QHJRWLDWLRQV GDLU\ SRVWDO VHUYLFHV ILQDQFLDO
VHUYLFHVDQGFRXULHUVHUYLFHVZHUHDOORIIHQVLYH LQWHUHVWV NVW-XQH
 ,QUHVSRQVHWRDZULWWHQTXHVWLRQDERXW ¶$&7$OLNH·SURYLVLRQV LQ&(7$KLV
FROOHDJXHPLQLVWHU RI IRUHLJQ DIIDLUV9HUKDJHQ IXUWKHUPRUH DGGHG WKDW ,35ZDV D
¶VPDOO EXW LPSRUWDQW SDUW RI )7$V· EXW WKDW LQ UHVSRQVH WR WKH QHJDWLYH YRWH RQ
$&7$LQWKH(3DQGDPRWLRQFRQFOXGHGE\KLVSDUOLDPHQWWKDWWKHFDELQHW
ZDV JRLQJ WR UHVLVW WKH LQFOXVLRQ LQ DQ\ IXWXUH GHDO RI WKH SURYLVLRQV WKDW WKH
7ZHHGH .DPHU KDG UHMHFWHG LQ $&7$ VXFK DV WKH FULPLQDO SURVHFXWLRQ RI ,35
LQIUDFWLRQVDKWN6HSWHPEHU
'XULQJWKHILUVWSDUOLDPHQWDU\GHEDWHRQ&(7$ZLWK3ORXPHQWKHPLQLVWHUUHSHDWHG
WKH JHQHUDOO\ SRVLWLYH DVVHVVPHQW RI KHU SUHGHFHVVRUV LQFOXGLQJ WKH SRVLWLRQ RQ
¶$&7$OLNH· SURYLVLRQV  -DQXDU\  NVW 7KLV UHPDLQHG KHU
GLVFRXUVH WKURXJKRXW  DQG WKH EHJLQQLQJ RI  DSDUW IURP KHU GHYHORSLQJ
VWDQFH RQ ,6'6 LQ&(7$ GLVFXVVHG EHORZ VRPHPLQRU FKDQJHV LQ UHJDUGV WR WKH
RIIHQVLYHJRDOVHPSKDVL]HGH[SOLFLWVXSSRUWIRUWKHWUHDW\·VPL[LW\
2QH RI WKH IHZ VXEVWDQWLYH LVVXHV LQZKLFK WKHUH ZDV D FOHDU GHYHORSPHQW LQ WKH







$W WKH UHTXHVWRIKHUSDUOLDPHQW IROORZLQJ LQFUHDVLQJ SDUOLDPHQWDU\ DQG VRFLHWDO
FULWLFLVPRIWKHV\VWHP3ORXPHQLQRUGHUHGDVWXG\RI,6'6LQ77,3+RZHYHU

:KLOH DJDLQ DUJXLQJ WKDW WKH1HWKHUODQGV IHOW WKDW WKHLU ILQDQFLDO DQGPDULWLPH VHFWRUZDV QRW VXIILFLHQWO\
FRYHUHG DQG WKDW WKH\ZRXOGEHSXVKLQJ IRU WKLV LQ WKH ILQDO VWDJHV2Q$&7$ 3ORXPHQDFNQRZOHGJHG WKHVH




RSHQXS IRU GUHGJLQJ VHUYLFHV DQG WKDW FHUWDLQPDULWLPH VHUYLFHVZRXOG EHRSHQHGXS NVW ,Q
0D\WKHPLQLVWHU·VUHSRUWRIWKH(8·VIRUHLJQDIIDLUVFRXQFLOWK0D\VSHFLILHVIRUWKHILUVWWLPHDVIDUDV,












7KH ODVW TXRWH VKRZV WKDW 3ORXPHQZDV OHDYLQJ VSDFH IRU FKDQJHV 7KLVZDV DOVR
FOHDUIURPFRPPHQWVVKHPDGHLQWKH&RXQFLODPRQWKODWHUDWOHDVWDFFRUGLQJWRKHU
SUHSDUDWLRQV GLVFORVHG E\ WKH :2%  ¶WKH 77,3 FRQVXOWDWLRQ RQ ,6'6 OHDGV WR WKH
FRQFOXVLRQ WKDW WKH ,6'6 FKDSWHU LQ &(7$ LV FXUUHQWO\ EHLQJ HYDOXDWHG DV D SRWHQWLDO
EOXHSULQWIRU77,3,WLVSROLWLFDOO\DQGIRUDEURDGHUSXEOLFGLIILFXOWWRDUJXHWKDWZHHQGRUVH
&(7$LQFOXGLQJ,6'6WKH FRPLQJPRQWKVZKHQ WKLV HYDOXDWLRQKDVQRWEHHQFRQFOXGHG ,
ZRXOGOLNHWRKHDU&RPPLVVLRQ·VYLHZVRQWKLV·:2%1XPPHU0D\
(YHQWXDOO\DIWHUWKHUHSRUWZDVSXEOLVKHGE\6HSWHPEHUVKHDUJXHG WKDW WKH
FULWLFLVPVDQGSURSRVDOV IRU LPSURYHPHQWV UDLVHGE\ WKHVWXG\ ZKLFK WKHPLQLVWHU
ODUJHO\VXSSRUWHGZRXOGKDYHWREHDGGUHVVHGLQ&(7$DVZHOONVW
VHSWHPEHU7KLVZDVDOVR WKHSRVLWLRQVKHWKHQGHIHQGHG LQWKH&RXQFLO LQ
1RYHPEHU WKHRXWFRPHRI WKHSXEOLF FRQVXOWDWLRQRQ ,6'6 LQ77,3KDGWREH
WDNHQXSLQ&(7$,6'6LQ&(7$RIIHUHGDQRSSRUWXQLW\WRDOVRLQWURGXFHD¶KLJKHQG
DQG EDODQFHG VWDQGDUG RI LQYHVWPHQW SURWHFWLRQ· IRU RWKHU GHDOV OLNH 77,3 :2% 
1XPPHU1RYHPEHU/DWHUVKHUHSHDWHGWKDWVKHLQWHQGHGWR LQFOXGHWKH
LPSURYHG PRGHO RI ,6'6 LQ DOO IXWXUH LQYHVWPHQW WUHDWLHV VKH DUJXHG WKDW
&RPPLVVLRQHU0DOPVWU|PZDV ¶ZHOO DZDUH· WKDW WKH1HWKHUODQGV DORQJZLWK VRPH
RWKHU FRXQWULHVZDQWHG WR LQFOXGHD ¶QHZDQG LPSURYHGYHUVLRQRI WKHGHDGDQGEXULHG
,6'6· LQ &(7$ 7KH QHZ V\VWHP UHIOHFWHG DOO WKH ZRUULHV UDLVHG LQ WKH 7.
¶WUDQVSDUDQF\WKHDSSRLQWPHQWRIMXGJHVFRQIOLFWVRI LQWHUHVW·DOORIZKLFKFRQFHUQVWKDW
3ORXPHQ¶IXOO\DJUHHGZLWK·NVW2FWREHU
7KLV SRVLWLRQDO WXUQZDV VSHOOHG RXW LQ WKH ¶&(7$ DQG%H\RQG· WH[W SXEOLVKHG LQ
0DUFKE\WKH1HWKHUODQGVDQGVL[RWKHUVWDWHV7KHGRFXPHQWWRRNQRWHRIWKH
¶LQWHQVLYH SXEOLF GHEDWH· UHODWHG WR ,6'6 EXW DOVR RI ¶UHFHQW FDVHV >WKDW@ KDYH UDLVHG
JHQXLQHDQGVWURQJFRQFHUQVWKDW,6'6FDUULHVWKHULVNRIDEXVLYHFODLPV>«@·$V,RXWOLQHG
LQ WKH'XWFKRXWFRPH ¶%H\RQG· FDOOHG IRU VRPHPRGLILFDWLRQVRI WKH V\VWHPDORQJ
WKH OLQHV RI 3ORXPHQV UHPDUNV FLWHG DERYH L ¶D FOHDUHU SURWHFWLRQ RI WKH ULJKW WR






 ¶>6@WDWHV VKDOO EH DEOH WR UHVWUXFWXUH DQG UHVFKHGXOH VRYHUHLJQ GHEWV ZLWK QR H[SRVXUH WR LQYHVWPHQW SURWHFWLRQ
SURFHHGLQJV·
¶>:@KLFKKDVWKHSRWHQWLDOWRUHFWLI\VRPHRIWKHOHJLWLPDWHFRQFHUQVWKDWDUELWUDOWULEXQDOVDUHIDFLQJ·
 ¶,QYHVWPHQW SURWHFWLRQ VKDOO QRW DOORZ IRU QDWLRQDO FRXUW GHFLVLRQV WR EH FKDOOHQJHG E\ DUELWUDO PHFKDQLVPV $UELWUDO




7KHVH DOWHUDWLRQV GLG QRW PHDQ WKDW 3ORXPHQ ZDV QR ORQJHU VXSSRUWLQJ WKH
LQFOXVLRQ RI LQYHVWRUVWDWH GLVSXWH VHWWOHPHQW ,Q WKH  OHWWHU LQ ZKLFK VKH







VHWWOHPHQW ZDV DOVR QHFHVVDU\ ZLWK ZHOORUGHUHG 2(&' FRXQWULHV OLNH &DQDGD
DOWKRXJKVKHWUXVWHGWKH&DQDGLDQMXVWLFHV\VWHPLQFOXGLQJLWZDVLPSRUWDQWEHFDXVH
LW ZDV ¶DOO RU QRWKLQJ· ² WKH\ ZDQWHG WR LQFOXGH WKH V\VWHP LQ IXWXUH GHDOV ZLWK
FRXQWULHVZKRVHOHJDORUGHUZDVOHVVSULVWLQHDQGLWWKHUHIRUHQHHGHGWREHLQFOXGHG
LQ &DQDGD DV ZHOO NVW  6HSWHPEHU  ,Q D SUHSDUDWRU\ 4	$




UHVWULFWHG WR ILUPVZLWK DFWXDO HFRQRPLF DFWLYLW\ LQ &DQDGD WKHUH ZDV QR QHHG WR
ZRUU\:2%0HPR6FKRRQBUHGDFWHG
$SDUW IURP WKLV WKHUHZDVQRW WKDWPXFK FKDQJH LQ WKH'XWFKSRVLWLRQ DIWHU 
DSDUW IURP D QXPEHU RI LVVXHV UHODWHG WR VXVWDLQDEOH GHYHORSPHQW DQG VRPH
SURFHGXUDODVSHFWVJHQHUDOO\KRZHYHU3ORXPHQGHIHQGHGZKDWKDGEHHQDJUHHGLQ
,ZLOOGLVFXVVWKHVHIXUWKHUHOHPHQWVEHORZ
,Q1RYHPEHU  DW WKH UHTXHVW RI WKH SDUOLDPHQW NVW  2FWREHU






  1RYHPEHU  &RPPHUFLDOO\ WKH GHDO ZDV JRRG IRU D VHULHV RI
RIIHQVLYH LQWHUHVWV ZKLOH GHIHQVLYH LQWHUHVWV LQ DJULFXOWXUH ZHUH RQO\ PRGHVWO\
DIIHFWHG &(7$ PRUHRYHU RIIHUHG SURWHFWLRQ HQIRUFHPHQW DQG WKH IXUWKHU
GHYHORSPHQW RI LPSRUWDQW QRUPV DQG YDOXHV VXVWDLQDELOLW\ HQYLURQPHQWDO QRUPV
ODERU DQG KXPDQ ULJKWV IRRG VHFXULW\ DQG DQLPDO ZHOIDUH :2%   0HPR
6FKRRQBUHGDFWHG6HSWHPEHU














DQG GDLU\ SURGXFWV 7KHUH ZHUH DOVR ELJ JDLQV IRU RIIHQVLYH LQWHUHVWV LQ GDLU\
(VSHFLDOO\LPSRUWDQWZDVWKHFRQWLQXDWLRQRIWKH(8·VEDQRQKRUPRQHWUHDWHGPHDWV
DQG *02V 6KH ZDV DOVR SOHDVHG WKDW WKH SDUWLHV KDG SURPLVHG WR FRRSHUDWH
LQWHQVLYHO\ LQ UHJDUGV WR DQLPDO ZHOIDUH 'XWFK DJULFXOWXUH ZRXOG IXUWKHUPRUH
EHQHILW IURPWZRJHRJUDSKLFDO LQGLFDWRUVSURWHFWLQJ WKHFKHHVHV(GDP+ROODQGHQ
*RXGD +ROODQG 7KLUGO\ WKH GHDO ZDV ¶XQSUHFHGHQWHG· ZKHQ LW FDPH WR





VRPH RI WKH EHQHILWV RI UHJXODWRU\ FRRSHUDWLRQ OHVV WHVWLQJ FRVWV HVSHFLDOO\ IRU
60(V WKDW 'XWFK HPSOR\HHV HQJLQHHUV DUFKLWHFWV ZRXOG EH DEOH WR ZRUN LQ
&DQDGDPRUHHDVLO\DQGWKDW&(7$RIIHUHGDKLJKUDWHRI,35¶LQYDOXDEOHIRURQHRIWKH
WRS LQQRYDWLYH FRXQWULHV· $OO LQ DOO FKHDSHU PRUH VXVWDLQDEOH SURGXFWLRQ IRU




ULJKW WR UHJXODWH WKH GDQJHUV IRU SXEOLF VHUYLFHV DQG WKH GHPRFUDWLF QDWXUH RI WKH
GHDO
L2Q WKHSUHFDXWLRQDU\SULQFLSOH VKHDUJXHG WKDW WKLVZDVSURWHFWHGE\ WKHGHDO
&(7$ZRXOGQRWKLQGHU WKH(8·V DSSOLFDWLRQRI WKHSULQFLSOH ,Q WKH LQWHUSUHWDWLYH
GHFODUDWLRQ WKLVZDV IXUWKHU FODULILHG E\ DJDLQ FRQILUPLQJ WKH ULJKW WR UHJXODWH RI
VWDWHV LL ,QUHODWLRQ WRSXEOLFVHUYLFHV&(7$GLGQRW IRUFHDQ\SULYDWL]DWLRQDQG
VWDWHV UHVHUYHG WKH SRVVLELOLW\ WR GHHP SULYDWH VHUYLFHV SXEOLF 6KH ZDQWHG WR
PDLQWDLQWKHSRVVLELOLW\IRUPRUHSXEOLFFRQWURODQGWKLVZDVSURYLGHGE\&(7$LLL
6KH GLVPLVVHG WKH SRVVLELOLW\ RI D QRUPDWLYH UDFH WR WKH ERWWRP EHFDXVH RI WKH
ORZHUHGWDULIIVLQIDFWVKHEHOLHYHGWKHGHDOKDGWKHSRWHQWLDOWROHDGWRD¶UDFHWRWKH
WRS·LY7KHLQWHUSUHWDWLYHGHFODUDWLRQUHIOHFWHGWKH'XWFKSRVLWLRQYHU\ZHOOE\
FODULI\LQJ WKDW &(7$ GLG QRW DIIHFW JRYHUQPHQWV· VD\ RYHU SXEOLF VHUYLFH E\
FRQILUPLQJ WKH FKHFNV RQ LQYHVWPHQW SURWHFWLRQ D VWDWHPHQW RQ WKH SURWHFWLRQ RI
HJVWDQGDUGVRIHQYLURQPHQWDQGKHDOWKDSURPLVH WRVWUHQJWKHQWKHVXVWDLQDEOH
GHYHORSPHQW FKDSWHU LQ WKH IXWXUH$OWKRXJK LWGLGQRWDOWHU WKH WUHDW\ LWGLGRIIHU
FOHDU XQDPELJXRXV DQG OHJDOO\ ELQGLQJ FODULILFDWLRQV Y 6KH GHIHQGHG ,&6 DV

,QVKHZDVDOLWWOHPRUHVSHFLILFRQWKHZLGHVSUHDGEHQHILWVYHUVXVQDUURZFRVWVIRUDJULFXOWXUHWKHGDLU\




DVVHVVPHQW RQO\ DERXW  RI HPSOR\PHQW LQ WKHVH VHFWRUV VWRRG WR EH ORVW LI WKH PDUNHW ZDV RSHQHG DV
SURMHFWHG:2%0HPR6FKRRQBUHGDFWHG6HSWHPEHU
$FFRUGLQJ WR WKHPLQLVWHU &(7$ RIIHUHG WKH ¶RSSRUWXQLW\· WR GLVFXVV SURGXFWLRQ UXOHV OLNH DQLPDOZHOIDUH
ZKLOH JHWWLQJ WKH EHQHILWV IURP DQ RSHQ HFRQRP\ LQVWHDG RI FORVLQJ RII DQG UXVWLQJ DZD\ E\ UHYHUWLQJ WR
SURWHFWLRQLVP 6KH ZRXOG WKLQN LW ZDV KLJKO\ XQZDQWHG LI &DQDGD ZHUH WR OHDG WR ORZHU UXOHV EHFDXVH RI





GLVFXVVHG DERYH :2%  0HPR6FKRRQBUHGDFWHG  7DNLQJ DOO RI WKHVH HOHPHQWV




ZDVXQDEOH WRXQFRYHUPXFKDERXW WKHHDUO\SURFHVVVXUURXQGLQJ WKHGHDO ,NQRZ
YHU\OLWWOHRIWKHSUHIHUHQFHVKHOGLQWHUQDOO\H[FHSWWKDWWKHSUHIHUHQFHVIRURIIHQVLYH
PDUNHWRSHQLQJ LQ VHUYLFHVDQGDJULFXOWXUH D VWURQJ LQYHVWPHQWSURWHFWLRQFKDSWHU
DQGVWURQJ,35ZHUHFOHDUO\QRW&(7$VSHFLILFEXWZHUHSDUWRIWKHJHQHUDOVWDQFHRI
'XWFKWUDGHSROLF\,GHPRQVWUDWHWKLVLQWKHQH[WVHFWLRQ
$OWKRXJK LW·V QRW FHQWUDO WR WKH PHFKDQLVP , VKRXOG DOVR QRWH KHUH WKDW LW·V QRW
















77,3DQG&(7$ZHUHJHQXLQHDQG OHJLWLPDWH DQG ¶KDG WREH WDNHQDZD\· VRXUFHV
IURPWKHPLQLVWU\ZHUHJHQHUDOO\XQKDSS\ZLWKWKHZD\WKHGHEDWHZDVFRQGXFWHG
DQGZLWK WKH DUJXPHQWV XVHG E\ ERWK WKH&62V DQG WKHLU DOOLHV LQ WKH SDUOLDPHQW
,QWHUYLHZ+HDGRI,0+ 7KH\IHOWWKDWVHYHUDO1*2·VRIWHQEHQWWKHWUXWK
DQGHYHQ WKH WUDGHXQLRQZDV VHHQDV OHDQLQJRQXQIDLUDQGXQWUXWKIXODUJXPHQWV
QRWDEO\ WKDW77,3 ¶ZRXOGEHJLYLQJXVDOOFDQFHU·E\HYDGLQJ5($&+7KH\ZHUH
HVSHFLDOO\YH[HGE\ WKH&62V· FODLP WKDW WKH)7$VZRXOGDOORZ IRU WKH LPSRUWVRI
FKORULQH FKLFNHQ DQG KRUPRQH EHHI FODLPV >WKH\@ EHOLHYHG WKH\ KDG SDUULHG TXLWH
UDSLGO\ ² RQO\ WR WKHQ VHH WKH FULWLTXHVPRYH WR LQYHVWPHQW DUELWUDJH ZKLFKZDV
SRUWUD\HGDVD VKDGRZ\VRUWRI VHFUHW WULEXQDOVRQO\ DFFHVVLEOH WR ILUPV)LQDOO\ LQ




ZHUH FOHDUO\ FRPPLWWHG WR FRRSHUDWLQJ RQ ODERU DQG KXPDQ ULJKWV DQLPDOZHOIDUH DQG WKH HQYLURQPHQW LLL
QRWKLQJLQ&(7$IRUFHGWKH(8WRORZHULWVVWDQGDUGVRQIRRGVDIHW\RUWKHHQYLURQPHQWWKHULJKWWRUHJXODWHZDV















7KH WUDGH GHSDUWPHQW·V FKLHI·V RZQ DVVHVVPHQW RI WKH RULJLQ RI DQG WKH SXEOLF
VXVFHSWLELOLW\ WR WKH FULWLTXHV DJDLQVW WKH )7$V ZDV PLVWUXVW RI WKH $PHULFDQ
FRQVXPHU DQG IRRG FXOWXUHPLVWUXVW DQG IHDU RI WKH DQWDJRQLVWLF$PHULFDQ OHJDO
WUDGLWLRQDQGDJHQHUDODQWL$PHULFDQLVPWKDW WXUQHGRXW WREH IDUPRUHSUHYDOHQW
WKDQ WKH\ RU WKH &RPPLVVLRQ KDG DQWLFLSDWHG ,Q KLV RSLQLRQ WKLV SOD\HG DQ
LPSRUWDQWUROHLQWKHRSSRVLWLRQQRWMXVWDJDLQVW77,3EXWDOVRDJDLQVW&(7$:KHQ
WKH GHEDWH VKLIWHG IRFXV WRZDUGV&(7$ LQVWHDG RI DWWDFNLQJ&DQDGD RU&DQDGLDQ
QRUPVVWDQGDUGVHWF&(7$·VFULWLFVDWWDFNHGWKH)7$E\OLQNLQJLWZLWK77,3DQG
WKH 86 &(7$ ZRXOG MXVW EH ¶77,3 WKURXJK WKH EDFNGRRU· ¶77,3·V OLWWOH EURWKHU·
ZRXOG DOORZ $PHULFDQ ILUPV WR XVH &DQDGLDQ DIILOLDWHV DV D ODXQFKLQJ SDG IRU
LQYHVWPHQWGLVSXWHVDJDLQVWWKH(8,QWHUYLHZ+HDGRI,0+6RDVWKH\VDZ
LW DQWL$PHULFDQLVP UHPDLQHG WKH FRUQHUVWRQHRI WKH&62V· FDPSDLJQ ,QWHUYLHZ 
+HDGRI,0+
$VLPLODUO\EOHDNHYDOXDWLRQZDVRIIHUHGE\WKHGHEDWHVLQWKH7ZHHGH.DPHUZKLFK







7KH\ ZHUH VRPHZKDW PRUH XQGHUVWDQGLQJ RI WKH PRVW YRFDO FULWLFV IURP WKH
EXVLQHVVDJULFXOWXUDOVLGHWKHSLJIDUPHUVVLQFHWKH\FRXOGVHHKRZDGGHGLPSRUWV
ZRXOG IXUWKHU HQGDQJHU WKLV DOUHDG\ HPEDWWOHG VHFWRU %XW WKH\ UHPDLQHG MXVW DV
FULWLFDO RI WKHLU UKHWRULF ZKLFK VSUHDG XQIRXQGHG IHDUV DERXW EHLQJ ¶IORRGHG· E\
&DQDGLDQSLJV DQG KRUPRQHV 7KH\ IHOW LWZDV YHU\GLIILFXOW WR GHIHQG WKHPVHOYHV
DJDLQVW VXFK FODLPV VLQFH WKHVH UHGXFHG WKH GHEDWH WR ¶RXU ZRUG DJDLQVW WKHLUV·
,QWHUYLHZ+HDGRI,0+
6RPH RI WKH GRFXPHQWV , SUHVHQW LQ WKH IROORZLQJ VHFWLRQV IXUWKHU LOOXVWUDWH WKLV
SUHIHUHQFHWKHPLQLVWU\SDUWLFLSDWHGLQGHEDWHVSXEOLVKHGRSLQLRQSLHFHVHWFHWHUD
WKHUHE\DW OHDVWVHHPLQJO\GHPRQVWUDWLQJDSUHIHUHQFHIRUVLJQLQJDQGUDWLI\LQJ WKH
WUHDW\$SDUW IURPWKLVJHQHUDOVXSSRUWIRU IUHH WUDGHDQGWKH)7$VDQGWKHLUFOHDU

7KH\GLVDJUHHGLQSDUWLFXODUZLWKKLVFODLPWKDWWKHMXGJHVLQWKH,&6V\VWHPZRXOGQ·WEHLQGHSHQGHQWZLWK





WKH FLYLO VHUYLFH DOVR DSSHDU WR KDYH KHOG VWURQJ SUHIHUHQFHV IRU FHUWDLQ PRUH
VSHFLILFVHFWLRQVRIWKHDJUHHPHQW
,Q SDUWLFXODU WKHUH VHHPV WR EH FRQYLQFLQJ HYLGHQFH WKDW WKH'XWFK73&PHPEHUV
ZHUHGXULQJ WKH\HDUV LQZKLFKDQ LQYHVWPHQWFKDSWHUZDVEHLQJDGGHG WR&(7$
EHLQJ OHG E\ D VWURQJ VXSSRUWHU1LNRODV /DYUDQRV RI D YHU\ LQYHVWPHQWIULHQGO\
V\VWHP RI LQYHVWPHQW DUELWUDWLRQ ZKLFK ZDV YHU\ VNHSWLFDO LI QRW KRVWLOH WR WKH
FULWLFLVPVDQGUHIRUPSURSRVDOVRI WKH1*2VDQGRI WKH FDOOV IURP WKH1*2VEXW
DOVRWKH(3DQGVHYHUDOPHPEHUVWDWHVWRFUHDWHDVSHFLDOOHVVSURWHFWLYHUHJLPHIRU
WKH ILQDQFLDO LQGXVWU\%HWZHHQDQG/DYUDQRVDSURIHVVRU VSHFLDOL]HG LQ
LQWHUQDWLRQDODUELWUDWLRQDQGLQYHVWPHQW ODZZDVSROLF\DGYLVRUIRUWKHPLQLVWU\RI
HFRQRPLFV DQG ODWHU IRUHLJQ DIIDLUV EHWZHHQ DQG DV VXFK ZDV UHVSRQVLEOH IRU WKH
QHJRWLDWLRQRI%,76ZKLOHDOVRVHUYLQJDVWKH&KLHI1HJRWLDWRUIRUWKH1HWKHUODQGVLQ
WKH 73& $V UHSRUWHG E\ &RUSRUDWH (XURSH 2EVHUYDWRU\ KH IDYRUHG ¶LQYHVWRU
IULHQGO\· LQYHVWPHQW WUHDWLHV DQG ZDV FULWLFDO RI WKH DWWHPSWV WR UHIRUP WKH
LQYHVWPHQWWUHDW\V\VWHP$VFDQEHVHHQLQIRRWDJHRIDQDUELWUDWLRQFRQIHUHQFHLQ
 KH SUHVHQWHG KLPVHOI DV D ¶SROLF\ PDNHU RU UDWKHU D SROLF\ GHIHQGHU· DQG
DSSDUHQWO\EHOLHYLQJKHZDV¶DEOHWRVSHDNXQGHU&KDWKDP+RXVHUXOHVZKLFKPD\DOORZ
PHWRVD\DOLWWOHELWPRUHWKDQRWKHUZLVHSRVVLEOH·DVYHU\FULWLFDORIWKHUROHRIWKH(3
DQG WKH1*2V LQ LQIOXHQFLQJ WKH(8·V DSSURDFK WR LQYHVWPHQW WUHDWLHV´>ZHZLOO
QHHG WR@QDYLJDWHPD[LPDO LQYHVWRUSURWHFWLRQ >ZKLOHDOVR@JLYLQJVRPHWKLQJ WR WKH(3DQG
WKH 1*2V EHFDXVH WKLV VHHPV WR EH WKH PDLQ SXUSRVH RI WKH (3 DQG WR VRPH H[WHQW WKH
&RPPLVVLRQWRSOHDVHWKHELDVHGFDOOVDQGWKHELDVHGFULWLFLVP>«@ZHZLOOKDYHDPXFKPRUH
QDUURZGHILQLWLRQRI LQYHVWRUZHZLOOPD\EHKDYHD FDUYH RXWRI ILQDQFLDO VHUYLFHV DQGZH
ZLOOPD\EHKDYH DPLQLPXP VWDQGDUG >D@ VSHFLILF DUWLFOH RQ LQGLUHFW H[SURSULDWLRQ >«D@
PRUHH[SOLFLWGHILQLWLRQRIUHJXODWRU\VSDFH>«@ZKDWZHKDYHVHHQKHUHDWWKLVPRPHQW LV
WKDWEHFDXVHRIRWKHUSROLF\LQIOXHQFHVIURPWKH1*2VIURPWKH(3ZH·UHQDUURZLQJGRZQ
DQG OHYHOLQJ GRZQ RXU LQYHVWRU SURWHFWLRQµ 'XULQJ KLV WLPH WKHUH WKH 1HWKHUODQGV
GHIHQGHG LWV RZQ V\VWHP DV D ¶JROG VWDQGDUG· LQ WKH 73& PHHWLQJV DQG UHMHFWHG
GHYLDWLRQV IRU WKH ILQDQFLDO VHFWRU 7KH'XWFK SURSRVDOV OHDGLQJ WR ,&6 RQO\ FDPH
DIWHU KH OHIW WKHPLQLVWU\  LQ -XO\  WR FRIRXQG WKH ¶(XURSHDQ )HGHUDWLRQ IRU
,QYHVWPHQW /DZ DQG $UELWUDWLRQ·  D OREE\ JURXS LQ IDYRU RI VWURQJHU LQYHVWRUV·
SURWHFWLRQ
$QG ILQDOO\ RI FRXUVH LQ SULQFLSOH DOO SRVLWLRQV WDNHQ E\ WKH 1HWKHUODQGV DUH
HVVHQWLDOO\ SRVLWLRQV WDNHQ E\ WKH SROLF\ PDNHUV DQG WKHUHIRUH WR VRPH H[WHQW
SULPD IDFLHHYLGHQFHRI WKHLURZQ ¶SUHIHUHQFH· ² HVSHFLDOO\ZKHQ WKHUH LVQRVWURQJ
LQGLFDWLRQWKDWWKHVHSRVLWLRQVZHUHDXGLEO\FDOOHGIRUE\EXVLQHVVHVRU&62V7KHUH
PD\EHDYDULHW\RIUHDVRQVZK\FLYLOVHUYDQWVPD\WDNHWKHLQLWLDWLYHHYHQLQPRUH
¶WHFKQLFDO· DUHDV OLNH JRYHUQPHQW SURFXUHPHQW GDLU\ TXRWD·V RU LQYHVWRUVWDWH


















XQGHUOLQLQJ RQFH PRUH WKH IXQGDPHQWDOO\ SRVLWLYH DQG SURDFWLYH DWWLWXGH RI





FROOHDJXH9HUKDJHQPLQLVWHU RI HFRQRPLFV EHWZHHQ  DQG  DQG RI IRUHLJQ
DIIDLUVEHWZHHQDQGDUJXHGLQWKDW ¶>I@UHHWUDGHDJUHHPHQWVDUHRIJUHDW
LPSRUWDQFH IRU HFRQRPLF UHFRYHU\ DQG JURZWK IRU WKH (8 DQG SDUWLFXODUO\ IRU WKH
1HWKHUODQGV· DKWN  6HSWHPEHUV  6LPLODUO\ LQ 3ORXPHQ·V ILUVW
DSSHDUDQFHEHIRUHWKHFRPPLWWHHRQIRUHLJQDIIDLUVVKHDUJXHGWKDWVKH¶GRHVQRWKDYH
WRSRLQW RXW WKH LPSRUWDQFH RI WUDGH IRU WKH'XWFK HFRQRP\)RUHLJQ WUDGH HTXDOVGRPHVWLF
MREV7KLV KRZZH·OO EHPDNLQJD ODUJHSDUW RI RXUPRQH\ LQ FRPLQJ\HDUV· NVW







-XGJLQJ IURPP\ LQWHUYLHZVZLWK FXUUHQW DQG IRUPHU VWDIIPHPEHUV WKLVZDVDOVR
WUXH RI WKH FLYLO VHUYLFH 7KH GHSDUWPHQWV ZRUNLQJ RQ WUDGH KDYH ORQJ EHHQ





EXLOWRQWUDGH· ,QWHUYLHZ+HDGRI ,0+ ,QDVFUHHQLQJRIWKHGHSDUWPHQWRI
WUDGH SROLWLFV LQ  WKH GHSDUWPHQW VWDWHG LWVPDLQ JRDO YHU\ FOHDUO\ ¶IXUWKHU
RSHQLQJ LQWHUQDWLRQDO WUDGH DQG LQYHVWPHQW IORZV DQG VWUHQJWKHQLQJ WKH LQWHUQDWLRQDO
HFRQRPLF UXOHRI ODZ·7KH ¶FDXVH·RI WKH ¶SUREOHP· WKDWQHHGHGVROYLQJZDVDOVRFULVS
¶WKHSURWHFWLRQLVW DWWLWXGHRIJRYHUQPHQWVKDV OHG WRDFORVXUHRIERUGHUV IRU WUDGH IORZV·
7KH GHSDUWPHQW HPSKDVL]HG WKH LPSRUWDQFH RI ORZHULQJ WUDGH EDUULHUV DV ZDV





 (,1'5$33257 %(/(,'6'225/,&+7,1* +$1'(/632/,7,(.  3URMHFWJURHS %HOHLGVGRRUOLFKWLQJ




ZRXOG OHDG WR ¶DPRUH HIILFLHQW LQWHUQDWLRQDO GLYLVLRQ RI ODERU DQG WKHUHIRUH SURGXFWLYLW\
LQFUHDVHVDQGHFRQRPLFJURZWK·
$OWKRXJK WKLV JHQHULF VXSSRUW IRU IDLU IUHH WUDGH LQ LWVHOI GRHV QRW KHOS XV









3YG$DQG&KULVWHQ8QLH$ VLQJOH OLQHRIIHUHG VXSSRUW IRU IXUWKHU OLEHUDOL]DWLRQ LQ
WKH:72DOVRLQDJULFXOWXUH7KHUHZHUHPRUHGHWDLOV LQD ODWHUGRFXPHQW-XQH
 WKH ¶FDELQHW·VYLVLRQRQWUDGHSROLF\·FRVLJQHGE\PLQLVWHURIIRUHLJQDIIDLUV
9HUKDJHQ DQG VWDWH VHFUHWDU\ RI HFRQRPLFV+HHPVNHUN 7KH WH[W DUJXHG WKDW ¶LQ D
JOREDOLVHG ZRUOG DQG FHUWDLQO\ LQ WLPHV RI ILQDQFLDO DQG HFRQRPLF FULVLV VXVWDLQLQJ DQG
VWUHQJWKHQLQJWKHPXOWLODWHUDOWUDGHV\VWHPDQGFRPEDWWLQJSURWHFWLRQLVPDUHLQWKHPVHOYHV
D VWUDWHJLF IRUHLJQ SROLF\ LQWHUHVW$OO WKHPRUH IRU DQ RSHQ HFRQRP\ OLNH WKH1HWKHUODQGV
ZKLFKLVGHSHQGHQWRQIRUHLJQWUDGHIRURYHU·S7KHUHVWRIWKHGRFXPHQWPRVWO\
IRFXVHGRQ WKHSROLWLFDODVSHFWVRIYDULRXV WUDGH LQVWUXPHQWVVXVWDLQDELOLW\KXPDQ
ULJKWV «  ZLWK D IRFXV RQ UHODWLRQV ZLWK HPHUJLQJ DQG GHYHORSLQJ HFRQRPLHV
QRWDEO\&KLQDDQG,QGLD NVW7KDWVDPH\HDU WKHUHZDVDOVRDGHFODUDWLRQ
RQ ¶1RQ7UDGH &RQFHUQV DQG 7UDGH 3ROLF\· ZKLFK DJDLQ ORRNHG DW WKLQJV OLNH
DQLPDO ZHOIDUH ODERU ULJKWV GHYHORSPHQW JRDOV DQG RWKHU QRQFRPPHUFLDO
GLPHQVLRQV RI WUDGH SROLF\ DQG VHW RXW WKH FDELQHW·V YLVLRQ 2Q )7$V WKH
1HWKHUODQGVVXSSRUWHGWKH&RPPLVVLRQ·VHIIRUWWRLQFOXGHDFKDSWHURQVXVWDLQDEOH
GHYHORSPHQW ZLWK D IRFXV RQ FRRSHUDWLRQ DQG SRVLWLYH VXSSRUWLYH PHDVXUHV 2Q
VRFLDOFODXVHVWKH1HWKHUODQGVVXSSRUWHGDVDQFWLRQLQJPHFKDQLVPDQGDUROHIRUWKH
,/2 DJDLQ VXSSRUWLQJ WKH &RPPLVVLRQ·V LQLWLDWLYHV KHUH $SDUW IURP D ¶SROLWLFDO
GLDORJXH·WKHVXVSHQVLRQRIWKH)7$ZDVFRQVLGHUHGDSRWHQWLDOODVWUHVRUW
7KHUHZDVQRDWWHQWLRQDWDOO IRU WUDGHLQ WKHJRYHUQPHQWGHFODUDWLRQRI399&G$
DQG99'7KHDJUHHPHQWRI99'DQG&'$LQKRZHYHUGRHVVSHQGVRPHWLPH
GLVFXVVLQJWKHPDWWHU7KHWH[WRXWDVWURQJHPSKDVLVRQLPSURYLQJFRPSHWLWLYHQHVV
DQG WKH GHSHQGHQF\ RI 'XWFK HFRQRP\ RQ WUDGH LV KLJKOLJKWHG0RVW DWWHQWLRQ LV
VSHQWRQWKHH[SRUWSRWHQWLDORIDJULFXOWXUHDQGDJURIRRGVEXWWKHUHLVDOVRDELWRI
WH[WRQWKHQHFHVVLW\RILQYHVWPHQWV)LQDOO\DQLPDOZHOIDUHLVEULHIO\PHQWLRQHGDV
D VSHFLILF SRLQW RI LQWHUHVW IRU WKH FDELQHW·V (8RULHQWHG SROLWLFV $JDLQ WKLV
JRYHUQPHQW DOVR SXEOLVKHG D WUDGH SROLF\ GHFODUDWLRQ LQ  FRVLJQHG E\
PLQLVWHURIIRUHLJQDIIDLUV9HUKDJHQDQGVWDWHVHFUHWDU\%OHNHU7KH\DJDLQVWURQJO\










LQ H[SRUWLQJ LWVZD\RXWRI WKH FULVLV2QHRI WKH IRXUPDLQJRDOV VWDWHGE\




RI LQWHUHVW DV ZHOO RI FRQYLFWLRQ· 'XWFK ILUPV KDG D ELJ VWDNH LQ IRUHLJQ HFRQRPLF
UHODWLRQV ZKLFK QHHGHG WR EH SURWHFWHG VDIHJXDUGLQJ WKH LQWHUQDWLRQDO HFRQRPLF
OHJDORUGHUZDVSDUWRI WKLV 0LQLVWHU IRU WUDGHDQGGHYHORSPHQW3ORXPHQ WKHQ LQ




RQJRLQJ QHJRWLDWLRQ IURP %UD]LO WR 9LHWQDP EXW LQ SDUWLFXODU 77,3 DQG -DSDQ
H[FHSW IRU &(7$+RZHYHU LQ D ORQJ OLVW RI FRXQWULHV RQZKLFK WKH FDELQHW ZDV






,QVXP WKHDWWLWXGH WR WUDGHDQG LQYHVWPHQWRIVXFFHVVLYH'XWFKJRYHUQPHQWVDQG
PLQLVWHUV KDV EHHQ IUHHWUDGH RULHQWHG DQG RIIHQVLYH +RZHYHU EHWZHHQ  DQG
QRWRQHRIWKHVHGRFXPHQWVPHQWLRQHG&(7$QRUZDVWKHUHDQ\GLVFXVVLRQRI
FRPPHUFLDO UHODWLRQV ZLWK &DQDGD 7KHVH GRFXPHQWV ZHUH DOVR TXLWH VSDUVH LQ
UHJDUGV WR VSHFLILF VHFWRUDO RSSRUWXQLWLHV DQG WKUHDWV 6HUYLFHV DQG DJURIRRGVZHUH




)LUVWRIDOO QRWH WKDW WKH'XWFKJRYHUQPHQWZDVHYHQ LQ WKHDEVHQFHRIDQ\RI LWV
RZQHFRQRPLFDQDO\VHVSUHVHQWHGZLWKFKRLFHVRYHUZKLFKVHFWRUVWRIDYRUEHFDXVHRI
VRFLHWDO OREE\LQJ $FFRUGLQJ WR D VRXUFH IURP WKHPLQLVWU\ WKHUH ZHUH FRQIOLFWLQJ
FDOOV IURP WKHGDLU\ DQGPHDW VHFWRUV EXW DOVR LQ D QXPEHU RI LQGXVWULDO EUDQFKHV
ZKHUHWKHUHZHUHOHVVRSHQO\GHEDWHGRSSRVLWHLQWHUHVWVLQLPSRUWLQJDQGH[SRUWLQJ
ILUPV$OWKRXJKWKH\XVXDOO\WULHGWRWDNHXSDOO LQWHUHVWV LQWKHLUSRVLWLRQFRQIOLFWV









7KH\ZHUH JRLQJ WR ¶IRFXV· RQ $XVWUDOLD %HOJLXP%UD]LO&DQDGD&KLQD&RORPELD*HUPDQ\ )UDQFH WKH




ZKHWKHU VSHFLILF LQWHUHVWV ZKHUH LQ WKH LQWHUHVW RI WKH 1HWKHUODQGV DV D ZKROH
,QWHUYLHZ0)$7KLVZDVPRVWFOHDUO\ WKHFDVH LQDJULFXOWXUH 3ORXPHQ
DOVRPDGHVXFKUHPDUNV LQ WKHSDUOLDPHQW LQ WKHFRQWH[WRI WKHSRWHQWLDO ORVVHV IRU
VRPH DJULFXOWXUDO VHFWRUV EHFDXVH RI &(7$ ¶7KH'XWFK JRYHUQPHQW WKLQNV WKDW WUDGH
DJUHHPHQWV FDQ RQO\ EH FORVHG LI HYHU\RQH LV KHDUG DQG LI WKH LQWHUHVWV RI DOO SDUWLHV DUH
ZHLJKHG7KLVGRHVQRWPHDQWKDWZHFDQRQO\FRQFOXGHDJUHHPHQWVRQO\LI>HYHU\RQHRIWKRVH
SDUWLHV@DOVRJDLQV<RXDOVRQHHGWR>FXWNQRWV@·NVW6HSWHPEHU
,Q UHVSRQVH WR DQ LQWHUYLHZ TXHVWLRQ ZRQGHULQJ ZKHUH WKH 'XWFK SRVLWLRQV LQ
GUHGJLQJVHUYLFHVHWFFDPHIURPLIQRWIURPEXVLQHVVOREE\LQJWKHKHDGRIWKH,0+
FODLPHG WKDW WKHVH VWDQGSRLQWV ODUJHO\ FDPH IURP FLYLO VHUYDQWV ¶ORRNLQJ RXW WKH
ZLQGRZDQGWKLQNLQJ·DERXWWKH1HWKHUODQGV·HFRQRPLFLQWHUHVWVEDVHGRQDQDO\VHV
UHSRUWV DQG FRQYHUVDWLRQV 7KHLU GHIHQVH RI D VHFWRU OLNH GUHGJLQJ ZDV WKH
XQVXUSULVLQJ UHVXOW RI VXFK DQDO\VHV VLQFH ¶WKH\ DUH ZRUOG OHDGHUV KHUH· 7KH\ GLGQ·W
QHHGILUPV·OREE\LQJWRWHOOWKHPWKLV,QWHUYLHZ+HDGRI,0+7KLVSRVLWLRQ
ZDVHFKRHGE\DQLQWHUYLHZHHIURPWKHPLQLVWU\WKHVRXUFHVIRUWKH'XWFKSRVLWLRQ
LQFOXGHG HFRQRPLF UHVHDUFK RUGHUHG IURP RWKHU DJHQFLHV WKHLU RZQ DQDO\VHV RI
FRXQWU\VSHFLILF WUDGH EDUULHUV DQG FRQVXOWDWLRQV ZLWK VWDNHKROGHUV 2IWHQ WKHVH
VRXUFHV ZHUH QLFHO\ FRPSOHPHQWDU\ ZLWK ILUPV ¶FRQILUPLQJ WKH PLQLVWULHV· ILQGLQJV·
,QWHUYLHZ0)$
7KHVH UHPDUNV ZHUH PDGH DERXW )7$V LQ JHQHUDO KRZHYHU DQG LW KDV UHPDLQHG
XQFOHDUWRPHWRZKDWH[WHQWWKHUHZHUHPDQ\DQDO\VHVRIWKH'XWFKVWDNHLQ&(7$
LQWHUYLHZ UHTXHVWV DERXW WKLV VXEMHFW ZHUH UHMHFWHG E\ WKH PLQLVWU\ RI HFRQRPLFV
3ORXPHQ KHUVHOI VHHPV WR KDYH TXRWHG PRVWO\ IURP WKH &RPPLVVLRQ·V LPSDFW
DVVHVVPHQWV/DWHLQDZULWWHQSDUOLDPHQWDU\TXHVWLRQDVNHG3ORXPHQZKHWKHU
VKH KDG FKDUWHG WKH ILQDQFLDO HIIHFWV RI &(7$ IRU YDULRXV DIIHFWHG VHFWRUV +HU
UHVSRQVHZDVWKDWWKH&RPPLVVLRQKDGFRQGXFWHGDQLPSDFWDVVHVVPHQW MXVWOLNHLW
GLGEHIRUHHYHU\GHDODQGWKDWEDVHGRQWKLVWKHFDELQHWKDGH[SHFWHG&(7$WR\LHOG
D SRVLWLYH HIIHFW IRU WKH 1HWKHUODQGV 2Q WKH IDFH RI LW WKLV ZDV DOVR WKH LPSDFW
DVVHVVPHQW WR ZKLFK VWDWH VHFUHWDU\ %OHNHU UHIHUUHG WR LQ  ZKHQ KH WROG WKH
SDUOLDPHQW WKDW KH KDG VHHQ ¶YHU\ SUHWW\· QXPEHUV DERXW WKH H[SHFWHG JDLQV IURP
&(7$+RZHYHUWKH&RPPLVVLRQ·VVWXGLHVZHUHQRWPHPEHUVWDWHVSHFLILF
*RLQJ WKURXJK WKHSXEOLFDWLRQV RI WKH&HQWUDO%XUHDX RI 6WDWLVWLFV &%6 DQG WKH
&HQWUDO 3ODQQLQJ %XUHDX &3% ZKLFK SHUIRUPHGPDQ\ VWXGLHV DERXW WKH 'XWFK
HFRQRP\DQGLWVLQWHUHVWVLQWUDGHDQGLQYHVWPHQW,ZDVQRWDEOHWRWUDFNGRZQDQ\
RWKHU&(7$VSHFLILFVWXGLHVQRULVWKHGHDORU&DQDGDGLVFXVVHGLQDQ\SXEOLFWUDGH





 (YHQ LI D VSHFLILF ILUP ZRXOG FOHDUO\ JDLQ IURP WKHP )RU H[DPSOH LQ 77,3 VRPH 'XWFK ILUPV KDG DQ










RI WUDGHSROLF\ LVVXHVEHWZHHQDQG:KLOH WKH&3%GLGGR VWXGLHVRI WKH
SRWHQWLDOHIIHFWVRI77,3DQG%UH[LWRQWKH'XWFKHFRQRP\WKHVHWZRDQDO\VHVVHHP
WR KDYH EHHQ TXLWH H[FHSWLRQDO DV ZHOO &(7$ LV RQO\ PHQWLRQHG LQ WKH &3%·V
DQDO\VLVRI77,3EXWMXVWLQWKHPDUJLQ+RZHYHUSHUKDSVVRPHRIWKHQRQ&(7$
VSHFLILFVWXGLHVWKDWWKH&%6DQG&3%GLGZHUHXVHGWRGHGXFH'XWFKLQWHUHVWVLQWKH
QHJRWLDWLRQVZLWK&DQDGD6HH IRUH[DPSOHVRPHRIWKHVWXGLHV WKDW ,XVHGWRZULWH
WKH LQWURGXFWRU\ FKDSWHU RQ WKH 'XWFK LQWHUHVWV LQ WUDGH DQG LQYHVWPHQW &OHDUO\
WKHVHVWXGLHVKDYHRIIHUHGFRQWLQXRXVDQDO\WLFDOVXSSRUW IRU WKHSURWUDGHDQGSUR
LQYHVWPHQW DQG LQYHVWPHQW SURWHFWLRQ SRVLWLRQV RI WKH 'XWFK JRYHUQPHQW
+RZHYHUVRPHRIWKH1HWKHUODQGV ¶WUDGLWLRQDO· LQWHUHVWV OLNHGUHGJLQJZHUHQHYHU
PHQWLRQHG LQ DQ\ RI WKHVH GRVVLHUV VR WKLV DJDLQ UDLVHV TXHVWLRQ DERXW WKHLU
VSHFLILFLW\DQGWKHLUXVHIXOQHVVGXULQJUDWKHUGHWDLOHGWUDGHQHJRWLDWLRQV
7KH:2%·V PHPR·V GR VKRZ WKDW WKH ,0+ DQG HFRQRPLFV ZHUH SURGXFLQJ PRUH
OLPLWHG OHJDO DQDO\VHV RI D QXPEHU RI VSHFLILFTXHVWLRQV )RU H[DPSOHGXULQJ WKH
GHEDWHV RQ SURYLVLRQDO DSSOLFDWLRQ LQ WKH VXPPHU RI  WKH ,0+ PXOOHG RYHU
ZKLFKVHFWLRQVZHUHWREHH[FOXGHGIURPSURYLVLRQDODSSOLFDWLRQ,WZHLJKHGVHYHUDO
RSWLRQVOHDQLQJLQSDUWRQDOHJDODQDO\VLVRI(8PHPEHUVWDWHFRPSHWHQFHVLQSDUW
RQ WKH DQWLFLSDWHG HIIHFWV IRU LQYHVWRUV LWZDV QRW LQ IDYRU RI WDNLQJ RXW SRUWIROLR




7KH FOHDUHVW OLQN EHWZHHQ D SRVLWLRQDO VKLIW GXULQJ WKH QHJRWLDWLRQV DQG DQDO\WLFDO
ZRUNZDVUHODWHGWR LQYHVWRUVWDWHGLVSXWHVHWWOHPHQW$VZDVGLVFXVVHGEHIRUH LQ
3ORXPHQKDGEHHQDVNHGE\SDUOLDPHQW WR LQYHVWLJDWH WKH ¶SRWHQWLDO VRFLDO DQG





 SDJH UHSRUW LQIOXHQFHG KHU SRVLWLRQ RQ ,6'6 LQ SDUWLFXODU WKH PLQLVWHU GUHZ
FRQFOXVLRQVLQUHJDUGVWRLWKHSUREOHPVRIWKHFXUUHQWSURSRVDODQGLLDQXPEHU
RIVROXWLRQVDQGVKHGLVFXVVHGZK\DQGLQZKDWZD\VWKHUHZDVURRPIRUUHIRUPRI













VXSSRUW WKHLU SURSRVDO WR LQFOXGH D ¶IRUN LQ WKH URDG· FODXVH ZKLFK VWLSXODWHV WKDW LQYHVWRUV KDYH WR FKRRVH






FRPPXQLFDWLRQ DV GLVFXVVHG DERYH ZKLFK LQ UHJDUGV WR VRPH HOHPHQWV ZDV
GHILQLWHO\DGHYLDWLRQIURPWKH'XWFKSRVLWLRQXSWLOOWKHQ
$OWKRXJKLWVHHPVTXLWHOLNHO\WKDWWKHUHZHUHLQWHUQDODQDO\VHVRIWKH'XWFKLQWHUHVWV
LQ &DQDGD DW OHDVW RI WKH PDFUROHYHO NLQG SURGXFHG LQ %HOJLXP VHH E
ZKLFKIRUVRPHUHDVRQZHUHQRW LQFOXGHGDQGQHYHUUHIHUUHGWR LQWKH:2%ILOHV ,
DOVR EHOLHYH WKDW ,·P MXVWLILHG LQ FRQFOXGLQJ WKDW WKH DQDO\WLFDO YLJRU LQYHVWHG LQ
&(7$ZDVPRGHVW $QG \HW WKH 1HWKHUODQGV GLG WDNH XS GHWDLOHG VHFWRUVSHFLILF
SRVLWLRQVLQWKH73&²DVVKRZQLQWKH¶RXWFRPH·:KHUHGLGWKHVHSUHIHUHQFHVGHULYH




LQWHUHVW LV QRW YHU\ YRODWLOH D IHZ SRVLWLRQVGHPDQGV KDYH EHFRPH DOPRVW
¶VWDQGDUG· LQ JRYHUQPHQW SURFXUHPHQW DJULFXOWXUH GUHGJLQJ DQG WKH ZLGHU
PDULWLPHVHFWRUWKH1HWKHUODQGVKDVYHU\VSHFLILFLQWHUHVWZKLFKPHDQVWKHVHZLOOEH
WDNHQXSDOPRVWDVDPDWWHURIFRXUVHLQPRVWWUDGHQHJRWLDWLRQV²HYHQLIWKH\ZLOO
VWLOO QHHG WR LQYHVWLJDWH WKH VSHFLILF EDUULHUV IRU HDFK SURVSHFWLYH )7$SDUWQHU
,QWHUYLHZ0)$
7KLV LV LOOXVWUDWHG E\ WKH OHWWHU UHODWHG WRGUHGJLQJ WKDWZDV DOVRPHQWLRQHG LQ WKH
SUHYLRXV PHFKDQLVP ,Q 'HFHPEHU  DQ HPDLO :2%  'RFXPHQW   IURP
HFRQRPLFV'*,QWHUQDWLRQDO5HODWLRQVZDVVHQWWRDUHSUHVHQWDWLYHRIWKHGUHGJLQJ
VHFWRU ,Q WKLV PDLO WKH SHUVRQ IURP HFRQRPLFV· SUHVHQWHG KHUVHOI DV ¶WKH SHUVRQ




ZKLOH DOVR SRLQWLQJ WKH QHJRWLDWRU WRZDUGV&DQDGD ¶V ¶&RDVWLQJ 7UDGH$FW·ZKLFK
WKH\ EHOLHYHG ZDV KLQGHULQJ WKHLU RSHUDWLRQV WKHUH DQG ZKLFK WKH\ EHOLHYHG ZDV








HVWDEOLVKPHQW $OWKRXJKWKHUHVHDUFKHUVSRLQWRXW WKDW ,6'6GLVSXWHVDERXWJRYHUQPHQW ODZVKDYHDOZD\V
EHHQZRQE\WKHVWDWHVVKHVWLOODFNQRZOHGJHGWKHVRFLHWDOZRUULHVUHODWHGWRWKH9DWWHQIDOOFDVHLQ*HUPDQ\DQG
WKH3KLOLS0RUULVFDVHLQ$XVWUDOLD6KHZRXOGWKHUHIRUHVXSSRUWWH[WVWKDWRIIHUVXIILFLHQWSROLF\VSDFH6KH











¶6WLFNLQHVV·PD\ KDYH DOVR SOD\HG D UROH LQ WKH SRVLWLRQ RI WKH1HWKHUODQGV RQ WKH
PHWKRGRIVHUYLFHVOLEHUDOL]DWLRQ ,QLWLDOO\ WKH1HWKHUODQGVZDVFDXWLRXVDERXW WKH
XVHRIQHJDWLYH OLVWLQJ DFFRUGLQJ WR WKH:2% ILOHVEHFDXVH ¶QHJDWLYH OLVWV GHPDQG D
GLIIHUHQW DSSURDFK WKDQ WKH(8 LV XVHG WR XVLQJ$W WKLVPRPHQW LW LV KDUG WR SUHGLFW WKH
FRQVHTXHQFHVRIVZLWFKLQJWRQHJDWLYHOLVWV·DQGWKH\ILUVWGHPDQGHGPRUHVWXGLHV:2%
²1XPPHU  7KLV VKRZV WR WKH H[WHQW WKDW WKHVH:2% ILOHV VKRZ XV WKH ¶WUXH·
UHDVRQV RI SROLF\ PDNHUV WKDW WKH VZLWFK LQ DSSURDFK LQ LWVHOI HOLFLWHG VRPH
KHVLWDWLRQ$ODWHUUHPDUNE\3ORXPHQIXUWKHU LQGLFDWHVWKDW WKHFRPSRVLWLRQRIWKH
'XWFKQHJDWLYH OLVWZDVDOVRVXVFHSWLEOH WR WKLVNLQGRIG\QDPLF$Q03DVNHGKHU
ZKHWKHUWKH1HWKHUODQGVKDGWULHGWRSXWDQ\ ILQDQFLDOVHUYLFHVRQWKHQHJDWLYHOLVW
DQGZK\ WR ZKLFK VKH LH KHU DGPLQLVWUDWLRQ UHVSRQGHG WKDW WKH1HWKHUODQGV
KDG ¶DOUHDG\ LQ  LQ WKH *$76 RIIHUHG IRUHLJQ ILQDQFLDO LQVWLWXWLRQV WKH SRVVLELOLW\ WR
HVWDEOLVKWKHPVHOYHV LQWKH1HWKHUODQGV>«@7KH1HWKHUODQGVKDVQHYHUVHHQDQ\UHDVRQWR






KLP7KHUH LVSOHQW\RI HYLGHQFH VXJJHVWLQJ WKDW WKH'XWFKSRVLWLRQRQ LQYHVWPHQW
SURWHFWLRQZDV ORQJVWDQGLQJ DQGZDV ODUJHO\ LQ OLQHZLWK WKDW RI /DYUDQRV HYHQ
EHIRUH KLV DUULYDO ,W GLG QRW HPHUJH RXW RI QRZKHUH LQ  )RU H[DPSOH LQ WKH






'XWFK %,7V DV JRRG IRU 'XWFK EXVLQHVV DQG KDG IRU H[DPSOH DOVR WDNHQ D YHU\
OHQLHQW VWDQFH RQ WKH TXHVWLRQ RI OHWWHUER[FRPSDQLHV· XVH RI ,6'6 ² DQ LVVXH WKDW
EHFDPHFRQWURYHUVLDOLQ&(7$6HHIRUH[DPSOHWKHUHVSRQVHIURPE\WKHQWUDGH
PLQLVWHURIHFRQRPLFV+HHPVNHUNLQZKLFKKHGHIHQGHGWKHDFFHVVRIOHWWHUER[
ILUPV WR ,6'6 LQFOXGHG LQ WKH'XWFK %,7V+LV VXFFHVVRU %OHNHU LQ  RIIHUHG D
YHU\VLPLODUGHIHQVHRIWKHDFFHVVWR%,7V·SURWHFWLRQVIRUDQ\ZKDWHYHUWKHH[WHQWRI
WKHLU DFWLYLW\ UHJLVWHUHG LQYHVWRU LQ WKH 1HWKHUODQGV RU WKH SDUWQHU FRXQWU\ .VW






















HJ GUHGJLQJ VHH DERYH ,Q WKH GHSDUWPHQWDO VFUHHQLQJ FLWHG DERYH WKH IRUHLJQ
WUDGHVHUYLFHLWVHOIERDVWHGWKDWWKHPRGHOWH[WIRUWKH'XWFK%,7VZDVGHYHORSHG¶LQ
FORVHFRRSHUDWLRQZLWKEXVLQHVV·DQGWKH'XWFKPRGHOZDVRIWHQSUDLVHGDV¶VWDWHRIWKH
DUW· E\ ¶EXVLQHVV DQG UHQRZQHG ODZ ILUPV· 7KLV VKRZV WKDW HYHQ WKRXJK GHFLVLRQ
PDNHUVZHUHSHUKDSVEDVLQJWKHLUSRVLWLRQVRQUHSRUWVRUSROLFLHVGUDIWHG\HDUVDJR
ZLWKRXW DQ\ VRFLHWDO LQSXW DW WKH WLPHRI IRU H[DPSOH&(7$ WKHVHSULRUSRVLWLRQV
PD\ WKHPVHOYHV KDYH EHHQ LQWHQVLYHO\ LQIOXHQFHG E\ QRQJRYHUQPHQWDO DFWRUV
'HFLVLRQ PDNHUV PLJKW KDYH EHHQ DZDUH RI WKLV DQG PLJKW KDYH DQWLFLSDWHG D
VRFLHWDOUHVSRQVHLIWKH\ZRXOGKDYHGHYLDWHGIURPWKHEHDWHQSDWK





WKHUHKDYHEHHQDVWULNLQJDPRXQWRISHUVRQQHOFKDQJHV LQ WKHSDVW IHZ\HDUVDQG
RIWHQP\LQWHUYLHZHHVGLGQRWNQRZZKRWKHLUSUHGHFHVVRUVZHUH7KLVPD\KDYHOHG
WKH FLYLO VHUYLFH WR GHIHQG SRVLWLRQV ZKRVH RULJLQ ZDV XQNQRZQ HYHQ WR WKHP
VLPSO\ EHFDXVH LW KDG EHHQ WKH 'XWFK VWDQFH IRU \HDUV 7KLV SRVVLELOLW\ ZDV DOVR







$PRQJ WKH FLYLO VHUYLFH WKHUH PD\ KDYH EHHQ VHOILQWHUHVWHG EHKDYLRU IURP WKH
PLQLVWULHVDQGGHSDUWPHQWVSHUKDSVWDNLQJRUSXVKLQJIRUFHUWDLQSRVLWLRQVEHFDXVH
WKHVHZRXOGERRVWWKHPHDQVRUSUHVWLJHRIFHUWDLQRIILFHV+RZHYHUDVZDVDOUHDG\
QRWHG DERYH VRXUFHV IURP WKH PLQLVWULHV RI IRUHLJQ DIIDLUV DV ZHOO DV HFRQRPLFV
GHQLHG WKDW WKHUH ZHUH PDQ\ FRQIOLFWV DQG HYHU\RQH VHHPHG WR DJUHH DW YDULRXV








RI VDIHW\ DQG VHFXULW\7HHYHQ EXWKHUH 7HHYHQKLPVHOI RUSUREDEO\ KLV FLYLO VHUYDQWVZRUNLQJRQ WKLV LVVXH
DSSDUHQWO\DFNQRZOHGJHGWKDWKHSRVLWLRQRI3ORXPHQZRXOGRYHUULGHKLV2IFRXUVHLW·VTXLWHSRVVLEOHWKDWP\





6HFRQGO\ LW·V SRVVLEOH WKDW LQGLYLGXDO FLYLO VHUYDQWV KDG WKHLU VHOILQWHUHVW DW KHDUW
ZKHQSXVKLQJIRUVRPHSRVLWLRQV2QHRIWKHPRVWQRWRULRXVH[DPSOHVLQWKH'XWFK
FDVH LV DJDLQ UHODWHG WR /DYUDQRV DQG LOOXVWUDWHV WKH SRWHQWLDO JUH\ ]RQHV EHWZHHQ
EXVLQHVV OREE\LQJ JHQXLQH LGHDWLRQDO FRPPLWPHQW DQG VHOILQWHUHVWHG ¶IRUHVLJKW·
/DYUDQRVOHIWWKHPLQLVWU\LQWRFRIRXQGDQGOHDGWKH(XURSHDQ)HGHUDWLRQIRU
,QYHVWPHQW/DZDQG$UELWUDWLRQ(),/$ZKLFK¶DLPVWREHWKHPDLQYRLFH·RIXVHUVRI
LQYHVWPHQW DUELWUDWLRQ DW WKH (8 OHYHO ,W KRXVHV ODZ ILUPV UHSUHVHQWLQJ VRPH RI
(XURSH·VELJJHVWFRPSDQLHV,Q6HSWHPEHUKHDOVRMRLQHG*OREDO,QYHVWPHQW
3URWHFWLRQ$*$SDUW IURP/DYUDQRV ,KDYHPDQDJHG WR FROOHFW DQXPEHURIRWKHU
H[DPSOHV WKDW LOOXVWUDWH WKH UHYROYLQJGRRUEHWZHHQ WKHPLQLVWU\RI HFRQRPLFVDQG
EXVLQHVV+RZHYHUWKLVLVRIFRXUVHKLJKO\VSHFXODWLYHDQG,FDQQRWWLHWKLVJHQHUDO
SDWWHUQ GLUHFWO\ WR &(7$ %XW LW IXUWKHU EOXUV WKH OLQH EHWZHHQ VRFLHWDO DQG
JRYHUQPHQWDOSUHIHUHQFHV
)LQDOO\LQWKH%HOJLDQFDVHDV,GLVFXVVLQWKH&62FKDSWHURIWKH%HOJLDQ&(7$FDVH
LW KDV EHHQ DUJXHG WKDW :DOORQLD·V 36 DQG FG+ VWDUWHG WDNLQJ UDGLFDOO\ GLIIHUHQW
SRVLWLRQV RQ&(7$ LQ  SHUKDSV HYHQ VWRNLQJXS WKHGLVFRQWHQWZLWK WKHGHDO
EHFDXVHWKH\ZDQWHGWRVDERWDJHWKHIHGHUDOJRYHUQPHQWDQGLQFUHDVHWKHLUOHIWZLQJ












,I PLQLVWHULDO SUHIHUHQFHV RU HOHFWRUDO FDOFXODWLRQ SOD\HG D UROH LW ZDV RQO\ LQ
UHVSRQVHWRVRFLHWDOPRELOL]DWLRQ$QGDOWKRXJKWKHUHDUHLQGLFDWLRQVWKDW3ORXPHQ

FHUWDLQ WKDW WKLV UHRUJDQL]DWLRQ KDG QRW KDG DQ\ HIIHFWV RQ WKH 'XWFK SRVLWLRQLQJ ,QWHUYLHZ  0LQLVWU\ RI
(FRQRPLFV
(),/$ZDVYHU\FULWLFDORIWKHUHIRUPSURSRVDOVRIWKH&RPPLVVLRQLQUHJDUGVWR,6'6LQ
 ,XVHG/LQNHG,QWR ILOWHU IRUSHRSOHZKRVHFXUUHQWIRUPHUHPSOR\HUZDV WKHPLQLVWU\RIHFRQRPLFVIRUHLJQ
DIIDLUVDQGZKRVHIRUPHUFXUUHQWHPSOR\HUZDVRQHRI WKHHPSOR\HUV· IHGHUDWLRQV7KLVPHWKRGZDVRI FRXUVH
TXLWH VLPSOLVWLF DQG WKH ILQGLQJV LQ WKHPVHOYHV GR QRW DOORZ PH WR VD\ DQ\WKLQJ DERXW HLWKHU WKH SHUVRQDO
PRWLYDWLRQV RI WKHVH SHRSOH QRU WKHLU HIIHFW RQ SROLF\ OHW DORQH WUDGH SROLF\ VSHFLILFDOO\ ,ZLOO SUHVHQW WKHP
DQ\ZD\ MXVW WR VXEVWDQWLDWH WKH HPSLULFDO EDVLV IRU WKLV ¶KXQFK· DQG EHFDXVH , WKLQN WKH\PLJKW EHKHOSIXO LQ




HQWHUSULVHGHSDUWPHQWDW WKHPLQLVWU\RI IRUHLJQDIIDLUVKDGEHWZHHQDQGEHHQ WKHVHQLRUDGYLVRURQ
LQWHUQDWLRQDO HFRQRPLF DIIDLUV DW WKH 9121&: WKH VHQLRU SROLF\ RIILFHU DW WKH GLUHFWRUDWH IRU (8 DQG
LQWHUQDWLRQDODIIDLUVDW WKHPLQLVWU\RI HFRQRPLFDIIDLUVKDGGRQHDQ LQWHUQVKLSDW9121&: WKH VHFUHWDU\RI
LQQRYDWLRQDQGLQGXVWULDOSROLF\DW9121&:KDGVSHQWVL[\HDUVDWWKHPLQLVWU\RIHFRQRPLFVDQRWKHU¶SROLF\
VHFUHWDU\· RI 9121&: KDGZRUNHG LQ WKHPLQLVWU\ RI HFRQRPLFV IRU DOPRVW  \HDUV EHIRUHPRYLQJ WR WKH
HPSOR\HUV· IHGHUDWLRQ DQ DGYLVRU RQ(8DIIDLUVKDGGRQH DQ LQWHUQVKLS DW IRUHLJQ DIIDLUV DQG DQRWKHU ¶VHQLRU
SROLF\DGYLVRU·KDGEHHQDQLQWHUQDWWKHPLQLVWU\RIIRUHLJQDIIDLUV0\FRQWDFWDWWKHGDLU\SURFHVVRUV·IHGHUDWLRQ




KHUVHOI PD\ KDYH EHHQ PRUH NHHQ WR JLYH LQ WR WKH &62V WKDQ VRPH RI KHU
SUHGHFHVVRUVPLJKW KDYH EHHQ LQ SUDFWLFH VKHZDV KHDYLO\ FRQVWUDLQHGE\ WKH IDFW
WKDWVKHZDVLQDFRDOLWLRQZLWKWKH99'7KHSDUOLDPHQWDU\UHYLHZDQGWKHVHFWLRQV
RQ &62 OREE\LQJ FOHDUO\ LOOXVWUDWHG WKH GLIILFXOWLHV WKDW WKH 3YG$ HQFRXQWHUHG LQ
ILQGLQJ LWV YRLFH LQ WKLV GHEDWH QRW LQ WKH OHDVW EHFDXVH WKH\ ZHUH WRUQ EHWZHHQ
GHIHQGLQJVRPHRI WKHLU ¶QDWXUDO· VRFLHWDOSDUWQHUVDQGWKHLUPLQLVWHU$FFRUGLQJ WR
WKH FRRUGLQDWRU RI WKH &62 FDPSDLJQ WKH &62V LQYHVWHG D ORW RI HQHUJ\ LQWR WKH
ODERU SDUW\ ZLWKRXW PXFK UHVXOW DQG WKH\ FODLP WKDW VRXUFHV ZLWKLQ WKH SDUW\
DFNQRZOHGJHGWKDWWKHLUPLQLVWHUZDVKHDYLO\FRQVWUDLQHGE\WKH99'DQGKDGHYHQ
OHVV URRPIRUPDQHXYHU WKDQ VKHPD\KDYHZDQWHG ,QWHUYLHZ &62&RRUGLQDWRU

,QVXPPDU\DXWRQRPRXVSUHIHUHQFHV"
:H FDQ FRQFOXGH WKDW WKHUHZHUH VHYHUDOSODXVLEOHZHOOV WKDWPD\KDYHGULYHQ WKH
'XWFKVWDQFHHYHQWKRXJKZHFRXOGQRWDOZD\VSRLQWWRZDUGVVHSDUDWHRULJLQVIRUDOO
RIWKHVSHFLILFSRVLWLRQV
,SRLQWHG WRSUHH[LVWLQJRUDXWRQRPRXVSUHIHUHQFHV IRU WKHSRVLWLRQ LQDJULFXOWXUH
SXEOLF SURFXUHPHQW GUHGJLQJ PDULWLPH VHUYLFHV  ILQDQFLDO VHUYLFHV LQYHVWPHQW
SURWHFWLRQ ,6'6 VXVWDLQDEOH GHYHORSPHQW WKH LQFOXVLRQ RI FRUH ODERU VWDQGDUGV
DQLPDO ZHOIDUH *026 DQG KRUPRQH EHHI LWV LQLWLDO DQG HYROYLQJ SRVLWLRQ RQ
QHJDWLYH OLVWLQJ WKH VFRSHRISURYLVLRQDO DSSOLFDWLRQ*,V DQGPRUHJHQHUDOO\ WKH
VXSSRUW IRU VWDUWLQJ XS QHJRWLDWLRQV ZLWK &DQDGD DQG WKH GHVLUH WR VLJQ DQG
SURYLVLRQDOO\DSSO\WKHGHDODVVRRQDVSRVVLEOHDIWHULWZDVFRQFOXGHG
7KHUH DUH SODXVLEOH GHFLVLRQPDNHU OHYHO UHDVRQV IRU DOO RI WKHVH SRVLWLRQV RIWHQ
XQUHODWHGWRWKH&DQDGLDQFRQWH[WWKHVWURQJFDSDFLW\RIWKH'XWFKVWDWHWRSURGXFH
RU SURFXUH HFRQRPLF VWXGLHV DOO RI ZKLFK KDYH WKURXJKRXW WKH \HDUV VXSSRUWHG
PRUH RSHQQHVV LQ FHUWDLQ VHFWRUV JRYHUQPHQW GHFODUDWLRQV W\LQJ WKH KDQGV RI
FRDOLWLRQ JRYHUQPHQWV SUHYLRXV PXOWLODWHUDO FRPPLWPHQWV OHJDO DQDO\VHV WKH
VWDQGDUG ORQJWLPH 'XWFK SRVLWLRQ HJ LQ LWV %,7V DQG RWKHU SDWKGHSHQGHQW
G\QDPLFVDQGWKHDSSDUHQWSUHIHUHQFHIRUDOOUXOLQJSDUWLHVDQGPLQLVWHUVDVZHOODV
WKHLU FLYLO VHUYLFH IRU H[WHQGLQJ OLEHUDOL]DWLRQ DQG ERRVWLQJ H[SRUWV DQG  WKH
FRQVWUDLQWVRIFRDOLWLRQJRYHUQPHQWVEHWZHHQSDUWLHVRIWKHFHQWHUOHIWDQGULJKW
2IFRXUVHWKHXQLTXHQHVVRIWKHVHVRXUFHVDVH[SODQDWLRQVIRUWKH'XWFKSRVLWLRQLV
RIWHQ YHU\ OLPLWHG WKH\ PD\ KDYH WKHPVHOYHV UHVXOWHG IURP GLUHFW OREE\LQJ
SRWHQWLDOO\ ZLWK DQ H\H WR DIIHFWLQJ WKH VWDWH·V SRVLWLRQ LQ &(7$ 7KHUH LV DOVR D
EOXUUHGOLQHEHWZHHQGLUHFWDQGDQWLFLSDWHGOREE\LQJIRUH[DPSOHLQWKH'XWFK
VWDWH VHHPV WR KDYH WDNHQ TXLFN QRWH RI VRPH LQLWLDO SUHVV DQG SDUOLDPHQWDU\










,QWKHQH[WVHFWLRQ ,ZLOO LQYHVWLJDWHWKHH[WHQW WRZKLFKGHFLVLRQPDNHUVGHIHQGHG
WKHLURZQSUHIHUHQFHVGXULQJWKHQHJRWLDWLRQV7KLVZLOOWRVRPHH[WHQWDOVRVHUYHDV





$JDLQ DQXPEHURI VFRSH FRQGLWLRQV LQIOXHQFHG WKHSODXVLELOLW\ RI WKLVPHFKDQLVP




WKH PLQLVWU\ FRXOG KDYH FKRVHQ WR IXUWKHU ORZHU DFFHVV LI LW ZDQWHG WR GR VR $V
GLVFXVVHG EHIRUH LW VHHPV WKDW WKHPLQLVWULHVZHUH KLJKO\ UHFHSWLYH WR LQSXW IURP




HW FHWHUD 7KHLU URRP IRUPDQHXYHULQJYLVjYLV WKH VPDOO JURXSRI&62V WU\LQJ WR
ZDJHDFDPSDLJQRQ,6'6WKURXJKRXWZDVHYHQODUJHU
7KHQDV,·YHUHSHDWHGDPSOHWLPHVE\QRZWKHSUHVVXUHRQWKHH[HFXWLYHJUHZRYHU
WKH FRXUVH RI  7KH DUULYDO RI 3ORXPHQ DV WKH PLQLVWHU RI WUDGH DQG
GHYHORSPHQWDOVRPDGHWKHVWDWHDVRIWHUWDUJHWDPLQLVWHUIURPDVRFLDOGHPRFUDWLF
SDUW\WKDWZDVGRLQJYHU\SRRUO\ LQ WKHSROOVKDUDQJXHGE\VRPHRIKHUSDUW\·V
¶QDWXUDO· DOOLHV ,Q  WKH IRUHPRVW QHRFRUSRUDWLVW YHQXH RI WKH 1HWKHUODQGV WKH
VRFLDOSDUWQHUVFRRSHUDWLQJ LQ WKH6(5DOVRSXEOLVKHGDXQLWHGDGYLFHRQWKH)7$V
DFWXDOO\RQ77,3EXWLWZDVDSSOLHGWR&(7$DVZHOO7KHVHGHYHORSPHQWVPDNHLW
PRUH SODXVLEOH WKDW SROLF\PDNHUV EHFDPH LQFUHDVLQJO\ FRQVWUDLQHG E\ VRFLHWDO
SUHIHUHQFHV +RZHYHU WKHUH ZHUH FRXQWHUYDLOLQJ IRUFHV DOWKRXJK EXVLQHVV ZDV
LQLWLDOO\ FDXJKW RII JXDUG LW UHJDLQHG D VWURQJHU IRRWLQJ RYHU  PDNLQJ WKH
VRFLHWDO¶VLJQDO·PL[HG7KHJHQHUDOSXEOLFDOVRUHPDLQHGGLYLGHGRQWKHLVVXHDQGD












&RQWUDU\ WR WKH %HOJLDQ FDVH WKHUH ZHUH QR UHDO LQWHUQDO QHJRWLDWLRQV EHWZHHQ
YDULRXVDGPLQLVWUDWLRQVRUVXEJRYHUQPHQWV$V,GHPRQVWUDWHGDERYHRQWKHZKROH
WKHUHZDVYHU\ OLWWOH LQWHUQDO FRQIOLFW DQG WKHGHDOZDV ORZRQ WKHSROLWLFDO DJHQGD
XQWLO
$FFRUGLQJ WR VRXUFHV IURP WKHPLQLVWU\ WKHUH ZHUH VRPH GLVFXVVLRQV ¶DW WKH VWDUW·
EHWZHHQWKH¶KDUGFRUHWUDGHSROLWLFDODGYLVRUV·WKDWKDGD¶WHFKQLFDO·DSSURDFKWRWUDGH
SROLWLFV DQG VRPH RI WKH FLYLO VHUYDQWV WKDW KDG D PRUH ¶SROLWLFDO· DSSURDFK )RU
H[DPSOHWKH¶WHFKQLFDO·JURXSVDZDQLPDOZHOIDUHSURYLVLRQVDVQRWKLQJPRUHWKDQ
DQ 17% KHOSLQJ WR JXDUG DJDLQVW LPSRUWV IURP FRXQWULHV ZLWK ORZHU VWDQGDUGV
ZKLOHRWKHUVDUJXHGWKDWWKHGHPDQGIRUDSURYLVLRQOLNHWKLVUHIOHFWHGDJHQXLQHDQG
OHJLWLPDWHVRFLHWDOFRQFHUQDQGWKDWLJQRULQJYRLFHVFDOOLQJIRUVXFKFRQFHUQVZRXOG
PDNH LW IDUKDUGHU WRQHJRWLDWH WUDGH DJUHHPHQWV ,QWHUYLHZ +HDGRI ,0+
7KH WHFKQLFDO DSSURDFK KDG ORQJ EHHQ GRPLQDQW EHFDXVH WKH VXEMHFW ZDV DOVR
FRQVLGHUHG DV VXFK 0\ LQWHUYLHZHH EHOLHYHG WKDW WKLV PD\ KDYH EHHQ SDUW RI WKH
UHDVRQZK\ WKH\ZHUH VR VORZ WR VSRW WKDW WKH VRFLHWDO VXSSRUW IRU WKH )7$VZDV
EHLQJKROORZHGRXW+RZHYHUZLWKLQWKH¶WHFKQLFDO·GLVFXVVLRQVVXFKGLYLGHVZHUH
DEVHQW0\ VRXUFH FRXOG QRW UHFDOO D VLQJOH LQVWDQFH LQZKLFK WKH ¶WHFKQLFDO· WUDGH
LQWHUHVWV EHLQJ IRUHJURXQGHG E\ RQH WKH PLQLVWULHV FODVKHG ZLWK WKRVH RI DQRWKHU
PLQLVWU\,QWHUYLHZ+HDGRI,0+





EHWZHHQ WKH JRYHUQPHQW DQG D VHULHV RI VRFLHWDO DQG SDUOLDPHQWDU\ IRUFHV RQ D
QXPEHU RI YHU\ QDUURZ LVVXHV $&7$ WDU VDQGV EHIRUH  DQG WKHQ RQ DQ
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
 WKHPLQLVWHU DVZHOO DV KHU FLYLO VHUYLFH VXGGHQO\ KDG WR GHIHQG WKH GHDO RQ
VHYHUDOIURQWVDWRQFH
,W LV FOHDU IURP WKH:2% GRFXPHQWV WKDW WKHPLQLVWU\ZDV NHHSLQJ DQ H\H RQ WKH
VRFLHWDODQGSDUOLDPHQWDU\GHEDWHVLQWHUQDOPHPRVRIWHQEULHIO\GLVFXVVHGWKHVWDWH
RISOD\LQFLYLOVRFLHW\DQGWKH'XWFKSDUOLDPHQW²HVSHFLDOO\LQ)RUH[DPSOHD
PHPR IURP'HFHPEHUDQDO\]HGKRZDSDUOLDPHQWDU\PRWLRQDJDLQVW ,6'6 LQ
&(7$ KDG EHHQ UHMHFWHG LQ WKH 7ZHHGH .DPHU LOOXVWUDWLQJ WKDW WKHUH ZDV ¶VWLOO D
QDUURZ PDMRULW\ LQ IDYRU RI LQFOXGLQJ ,6'6 LQ &(7$ DQG 77,3· :2%   0HPR
6FKRRQB5HGDFWHG'HFHPEHU%HIRUHWKH\KDGNHSWDNHSWDFORVHH\HRQWKH
GDQJHUV RI$&7$ IRU&(7$ VHHEHORZ DQG WKHPRELOL]DWLRQDJDLQVW WDU VDQGV LQ
:2%0HPR6FKRRQBUHGDFWHG1RYHPEHU,Q-XO\WKH,0+
SUDLVHG WKH &RPPLVVLRQ IRU LWV SURSRVDO WR LQFOXGH DQ LQWHUSUHWDWLYH GHFODUDWLRQ





WR GLVFXVV WKH )7$V WKH\ ZHUH VWLOO FDXJKW RII JXDUGZKHQ WKH GHEDWH VXGGHQO\
PRYHGWR&(7$(YHQZKHQWKH1HWKHUODQGVZDVFKDLULQJWKH&RXQFLO-DQ-XO
WKHGHDOVWLOOODUJHO\HVFDSHGWKHLUDWWHQWLRQEHFDXVHDWWKHWLPHWKH\VWLOOEHOLHYHGWKH
GHDO ZRXOG TXLHWO\ PRYH WR UDWLILFDWLRQ DQG SURYLVLRQDO DSSOLFDWLRQ EXW WKHQ LW




WRRN SDUW LQ WKH VRFLHWDO GHEDWH WKDW KDG HQVXHG 2QH QRWDEOH H[DPSOH LV WKDW RI
5RQDOG 5RRVGRUS GLUHFWRU RI WKH ,0+ 2Q WZLWWHU KH DFWLYHO\ SDUWLFLSDWHG LQ
GLVFXVVLRQV RQ WKH )7$V KH ZDV FOHDUO\ XQDIUDLG WR SLFN VLGHV DQG LQ IDFW RIWHQ
VHHPHG EHQW RQ FRQIURQWLQJ WKH &62V KLV WZHHWV ZHUH DW WLPHV VRPHZKDW DG
KRPLQHP DQG RIWHQ LQFOXGHG DQWDJRQL]LQJ ODQJXDJH DQG VPLOH\V 7ZLWWHU
,QWHUYLHZ71,

&RPSDULQJ WKHGRFXPHQWVSUHSDUHGE\,0+DQGDW WLPHVHGLWHGE\ WKHPLQLVWHU IRUSDUOLDPHQWDU\4	$V
ZLWKWKHPLQLVWHULVDOVRLQWHUHVWLQJLQWKLVUHJDUG,QGXULQJWKHILUVWEULHIGHEDWHVWKHSUHSDUDWLRQVZHUH
TXLWHVKRUWDERXWWKUHHSDJHVDQGDQWLFLSDWHGYHU\JHQHUDOTXHVWLRQVZKDWDUHWKHEHQHILWVRI&(7$ZKDWLVWKH




 ,Q WKHPHPR WKH ,0+EULHIO\ GLVFXVVHG WKH FDPSDLJQ DQG WKHSDUOLDPHQWDU\G\QDPLF ,W WKHQSUHVHQWHG D














ZKHQ FRQIURQWHG ZLWK YLYLG WKUHDWV OLNH WKH ¶FKORULQH FKLFNHQ· XVHG E\ &(7$·V
RSSRQHQWVDQGWKH\ZDQWHGFRQFUHWHH[DPSOHV IURPILUPVWKDW FRXOG LOOXVWUDWH WKH
EHQHILWV RI WKHGHDO+RZHYHU WR KLV VXUSULVH KH QHYHU UHDOO\ JRW VXFK LQSXW IURP
WKHP DQG KH H[SUHVVHG LUULWDWLRQ DW VRPH RI WKH UHDVRQV WKH\ RIIHUHG IRU WKLV
SDVVLYLW\QRWDEO\WKDW WKHILUPVGLGQRWIHHO OLNHSLFNLQJDILJKWZLWKWKH1*2 ¶+H
ZRXOGQ·W EH DEOH WR ILJKW WKLV ILJKW IRU WKHP· ZLWKRXW WKHLU HQJDJHPHQW+LV FULWLFLVP





WKH VHFWLRQ RQ &62 OREE\LQJDFFHVV WKHLU UHODWLRQVKLS ZLWK WKH PLQLVWU\ EHFDPH
PRUHWURXEOHVRPHRYHUWKH\HDUV7KLVILUVWEHFDPHDSSDUHQWEHIRUHZKHQWKH
SHUVRQ LQ FKDUJH RI WKH LQYHVWPHQW FKDSWHU /DYUDQRV QR ORQJHU ZDQWHG WR PHHW
ZLWK WKH1*2V WKDW ZHUH WKHQZRUNLQJ RQ WKLV ,QWHUYLHZ  71,   %XW WKH




































































































































FHWHUD$V , VKRZHG VKHGLVDJUHHGZLWKPDQ\RI WKHDUJXPHQWVEHLQJXVHGE\ WKH
&62FDPSDLJQ1RQHWKHOHVVVKHUHJXODUO\VSRNHZLWKV\PSDWK\DERXWWKHFRQFHUQV
RI WKHFULWLFVHYHQ LIVKHGLVDJUHHGRQWKHZKHWKHU WKHVHZHUHZDUUDQWHG LQ&(7$
)RU H[DPSOH VKH UHJXODUO\ GHIHQGHG WKH SUHFDXWLRQDU\ SULQFLSOH RU WKH ULJKW WR
UHJXODWH3ORXPHQDOVRWULHGWRDSSHDVHFLYLOVRFLHW\ZLWKDQXPEHURILQLWLDWLYHV
VXFKDVSURFODLPLQJD¶UHVHW·RIWUDGHSROLF\DQGWKHFUHDWLRQRIWKHKDQGHOVEHUDDGDQG
VKH DFNQRZOHGJHG WKDW IXWXUH GHDOV VKRXOG EH GLVFXVVHG DW DQ HDUOLHU VWDJH E\ D
ZLGHU JURXS RI VWDNHKROGHUV ² LQFOXGLQJ WUDGH XQLRQV 1*2V DQG FRQVXPHU
RUJDQL]DWLRQV  NVW 2FWREHU$V ,QRWHGEHIRUHKHU UKHWRULF
DOPRVWDOZD\VUHPDLQHGRSHQWRWKHFRQFHUQVRI&(7$·VRSSRQHQWV·
+RZHYHUDFFRUGLQJWRVRXUFHVZLWKLQWKH&62FDPSDLJQ3ORXPHQZDVDOZD\VPRUH
FRPPLWWHG WR WKHP LQ ZRUGV UDWKHU WKDQ GHHGV $OWKRXJK WKH\ ODXGHG WKHVH
LQLWLDWLYHVWKH\DOVRVDZWKHPDVWRROLWWOHWRRODWHWKH\IHOWLWZDVPRUHRIDSXEOLF
UHODWLRQV H[HUFLVH WKDQDQDFWXDOSROLF\ VKLIWDQGZKDWHYHU VXEVWDQWLYHFRQFHVVLRQV
WKH\JRWIURPKHUZHUHZUHVWHGWKURXJKWKHSDUOLDPHQWDQGQRWEHFDXVHRIJRRG
UHODWLRQV7KHRQO\H[FHSWLRQZDV WKH UHIRUPRI ,&6 ,QWHUYLHZ &62&RRUGLQDWRU

,QWKHIDOORI3ORXPHQKHUVHOIH[SUHVVHGVRPHH[DVSHUDWLRQLQWKHSDUOLDPHQWDU\
GHEDWHV WKH WH[W KDG EHHQ SXEOLF IRU  PRQWKV LW KDG EHHQ GHEDWHG ZLWK WKH
SDUOLDPHQW IRU RYHU  WLPHV DOVR EHIRUH LW ZDV FRQFOXGHG PRVW RI WKH
SDUOLDPHQWDU\PRWLRQVKDGEHHQ IROORZHGE\ WKH FDELQHW WKHUHKDGEHHQSOHQW\RI
GLVFXVVLRQVZLWK FLYLO VRFLHW\ DQG EXVLQHVV DQG WKH1HWKHUODQGV KDG EHHQ DEOH WR
DWWDLQPRVWRIZKDW LWZDQWHGGXULQJWKHQHJRWLDWLRQVDVZHOODV LQWKH ¶·VFUXEELQJ·
SKDVHDQGWKHLQWHUSUHWDWLYHGHFODUDWLRQ6KHUHDOL]HGWKHUHZHUHVWLOOFULWLFDOUHPDUNV
IURPVRPHVLGHVDQGWKH1HWKHUODQGVZDVQRWIXOO\SOHDVHGZLWKHDFKDQGHYHU\SDUW
RI WKH DFFRUG EXW ¶2S HHQ ]HNHU PRPHQW PHHQW KHW NDELQHW GDW GH ]RUJHQ YROGRHQGH
JHDGUHVVHHUG]LMQ·NVW2FWREHU
6KHXVHGDVLPLODUDUJXPHQWDJDLQVWWKHSURWHVWVRIWKHIDUPHUVFRDOLWLRQLQWKHHQG
LQ WKH IDFH RI FRQIOLFWLQJ LQWHUHVW LW·V WKH JRYHUQPHQW·V MRE WR FXW WKH NQRW$V VKH
DUJXHG LQ WKH IDOO RI'XWFKDJULFXOWXUHZDVQRW D ¶PRQROLWK· EXWFRQVLVWHGRI
YDULRXVVXEVHFWRUVZKRVHLQWHUHVWVGRQRWDOZD\VDOLJQ6RPHPD\JDLQZKLOHRWKHUV
ORVHDQGLW·VXSWRSROLWLFLDQVWRZHLJKWKHVHFRQIOLFWLQJLQWHUHVWV,Q&(7$ZKHUHLW
KDG ¶IURP WKH EHJLQQLQJ EHHQ FOHDU WKDW WKLQJV ZRXOG QRW JHW HDVLHU IRU SURGXFHUV RI
OLYHVWRFN· DQG ZKHUH DJULFXOWXUH KDG LQGHHG YRLFHG FRQIOLFWLQJ GHPDQGV WKH
JRYHUQPHQWHYHQWXDOO\UXOHGWKDWWKHWUHDW\ZDVJRRGIRUWKH'XWFKHFRQRP\DVD
ZKROHDQGDOVRIRUWKHPDMRULW\RI'XWFKDJULFXOWXUH¶WKHVHFRQGH[SRUWHULQWKHZRUOG·











PDGH E\ /72 LQ IDYRU RI &(7$ LQ RUGHU WR GLVPLVV WKH IDUPHUV· FRDOLWLRQ·V VXE
VHFWRUDOZRUULHV
7R EULHIO\ VXPPDUL]H WKH PLQLVWU\ ZDV DFWLYHO\ DUJXLQJ DJDLQVW FLYLO VRFLHW\·V
RSSRVLWLRQWR&(7$ZKLOHVHHNLQJLQSXWIURPRWKHUVRFLHWDODFWRUEXVLQHVV/72WR
FRXQWHUDFWWKHGLVFRXUVHRI&(7$·VRSSRQHQWV&62VIDUPHUV·FRDOLWLRQ
$V3ORXPHQKHUVHOI HPSKDVL]HGKRZHYHU VKHKDG VWLOOGRQHKHUEHVW WR IXOILOO WKH
ZLVKHV RI KHU SDUOLDPHQW DQG KDG IXOILOOHG WKH UHTXHVWV RI DOPRVW DOO WKH
SDUOLDPHQWDU\UHVROXWLRQV7KH:2%ILOHVDOVRRIIHUVRPHTXLWHGLUHFWHYLGHQFHWKDW
WKHPLQLVWU\DWWLPHVIHOWREOLJHGWRDOWHULWVSRVLWLRQEHFDXVHRIDQWLFLSDWHGVRFLHWDO
RUDQG SDUOLDPHQWDU\ SUHVVXUH ,Q  DQ LQWHUQDO PHPR GLUHFWHG DW 3ORXPHQ
:2%0HPR6FKRRQBUHGDFWHGGLVFXVVHGWKH$&7$OLNHVHFWLRQVWKDWDOORZHG
IRUFULPLQDOSURVHFXWLRQRI ,35YLRODWLRQV LQ&(7$ 7KHQ VWDWH VHFUHWDU\7HHYHQ
KDGDSSDUHQWO\FRPPXQLFDWHGKLVSUHIHUHQFHIRUFRS\LQJVLPLODUSDUWVIURPWKH)7$
ZLWK6RXWK.RUHD ZKHUH VXFKVHFWLRQVZHUH LQFOXGHGEXW WKHDVVHVVPHQWRI ,0+
ZDV WKDW DOWKRXJK WKH\ VXSSRUWHG WKLVRQ VXEVWDQWLYHJURXQGV WKLVRSWLRQRIIHUHG
WRRPDQ\SROLWLFDO ULVNV WKDWPLJKWKDYH WKUHDWHQHG WKHEURDGHUDFFRUG WKHPHGLD
ZDV DOUHDG\ PDNLQJ WKH OLQN ZLWK $&7$ VXJJHVWLQJ WKDW $&7$ ZDV EHLQJ
LPSOHPHQWHG WKURXJK &(7$·V EDFNGRRU DQG ' KDG DVNHG TXHVWLRQV XVLQJ WKLV
IUDPHLQWKHSDUOLDPHQW'LJLWDOULJKWV·DFWLYLVWVZRXOGQRWWKLQNLWZDVDFFHSWDEOHWR
LQFOXGH DQ\ UHIHUHQFHV WR FULPLQDO SURVHFXWLRQ ¶DQG SROLWLFLDQV ZRXOG WHQG WR IROORZ
WKHP· 7KHUHIRUH ,0+SOHDGHG LQ IDYRU RI ¶RSWLRQ · VFUDSSLQJ DQ\ UHIHUHQFH WR
FULPLQDOSURVHFXWLRQRIWKH,35FKDSWHU$QRWKHUH[DPSOHLVWKH'XWFKSRVLWLRQRQ
SURYLVLRQDODSSOLFDWLRQ$OWKRXJKWKH,0+KDGSOHDGHGLQDPHPRLQ-XQHWR
QRW H[FOXGH ,&6 RU LQYHVWPHQW SURWHFWLRQ IRU VHYHUDO UHDVRQV :2%   0HPR
6FKRRQBUHGDFWHG LW ODWHU FRQVLGHUHG WKLV RSWLRQ SROLWLFDOO\ XQIHDVLEOH D
SDUOLDPHQWDU\PRWLRQ%UXLQVZRXOGQRWEHH[HFXWHGDQGWKHPDMRULW\RIPHPEHU
VWDWHV KDG VORZO\ WXUQHG DJDLQVW SURYLVLRQDOO\ DSSO\LQJ ,&6 :2%   0HPR
6FKRRQBUHGDFWHG$XJXVW  , IRXQGQR LQGLFDWLRQV WKDW WKHPLQLVWU\DWDQ\
SRLQW GHYLDWHG IURP LWV SUHIHUUHG SRVLWLRQ EHFDXVH RI SUHVVXUH IURP EXVLQHVV
DOWKRXJKLWGLGVKDUSHQLWVVWDQFHUHODWHGWRWKHPDQDJHPHQWRITXRWDVLQHDUO\
DW WKH ODWHVW ZKLFK WKH VWDWH LWVHOI DUJXHG ZDV LQ OLQH ZLWK WKH GHPDQGV RI WKH
LQGXVWU\ 7KLV ZDV EHIRUH WKH /DQGERXZFRDOLWLH·V FDPSDLJQ JRW XS WR VSHHG
KRZHYHU:2%0HPRB6FKRRQ5HGDFWHG0DUFK
2I FRXUVH WKH UROH RI VRFLHWDO SUHVVXUH ZDV PRVW HYLGHQW LQ ,6'6 $V DOUHDG\





SUHVHQWHG E\ 0LOLHXGHIHQVLH DQG IDUPHUV· RUJDQLVDWLRQV DJDLQVW 77,3 LQ D UHDFWLRQ /72 1HGHUODQG VWDWHG ¶¶'XWFK






 7DNLQJ ,&6 RXW RI SURYLVLRQDO DSSOLFDWLRQ ZRXOG JLYH D EDG VLJQDO LQ UHJDUGV WR WKH LPSRUWDQFH WKDW WKH
1HWKHUODQGVDWWULEXWHGWRWKLVLVVXHLQRWKHUQHJRWLDWLRQVOLNH77,3,WZRXOGDOVROHDGWR¶WKHVXERSWLPDOUHVXOW·






KDGRUGHUHGRQ ,6'6 LQ77,3 :2%1XPPHU  FLWHG DERYH 7KH LQIOXHQFHRI WKH
1*2VZDV FRQILUPHG E\ VRXUFHVZLWKLQ WKHPLQLVWU\$FFRUGLQJ WR GLUHFWRU RI WKH
,0+ LQYHVWRUVWDWHGLVSXWHVHWWOHPHQWKDGQHYHUEHHQYHU\FRQWURYHUVLDODQGWKH\
ZRXOGQHYHUKDYHKDG WKHGHEDWHDERXW WKH ¶VKDGRZVLGH·RI LQYHVWPHQWDUELWUDJH
QRUZRXOG WKH\ KDYH RUGHUHG DQ\ VWXGLHV DERXW ,6'6 RU ZRXOG WKH\ KDYH WDEOHG
VLJQLILFDQWUHIRUPVWRWKHV\VWHPLQ&(7$ZLWKRXWH[WHUQDOSUHVVXUHIURPWKH1*2V
DQGSXEOLFRSLQLRQ,QWHUYLHZ+HDGRI,0+
$FFRUGLQJ WR VRXUFHV DW WKH0LQLVWU\ WKLV SRVLWLRQDO VZLWFKZDV QRW MXVW ¶SDVVLYH·




SDSHUZKLFKRXWOLQHGD VHULHV RI DGDSWDWLRQVRI WKH ,6'6 V\VWHP$IWHU SUHVHQWLQJ
WKLV ERWK WR WKHLU RZQ SDUOLDPHQW DV ZHOO DV WKH RWKHU PHPEHU VWDWHV DQG WKH
&RPPLVVLRQ WKLV WKHQERWK WULJJHUHGDVZHOODV IRUPHG WKH IRXQGDWLRQ IRU WKH ,&6
SURSRVDOVXEVHTXHQWO\SXWIRUZDUGE\WKH&RPPLVVLRQ+HQFHVWLOODFFRUGLQJWRWKH
PLQLVWU\ WKH 1HWKHUODQGV WRRN WKH LQLWLDWLYH DQG DFWLYHO\ VKDSHG WKH UHIRUP RI
LQYHVWPHQW DUELWUDJH LQ &(7$ 7KH\ DFNQRZOHGJHG WKDW WKH\ ZHUH OXFN\ WR KDYH
EHHQ VXSSRUWHG E\ *HUPDQ\ DQG )UDQFH WKRXJK ZKLFK ZHUH IDFLQJ WKH VDPH








GHWHUPLQDQW SOD\HG LV TXLWH OLPLWHG  ,Q WKH SDUOLDPHQW PLQLVWHU 3ORXPHQ DUJXHG
WKDWWKH1HWKHUODQGVJRWPRVWEXWQRWHYHU\WKLQJRIZKDWLWZDQWHGIURPWKHWUHDW\
2QPDQ\DVSHFWVRIWKHGHDOWKH1HWKHUODQGVGRHVLQGHHGVHHPWRKDYHJRWWHQZKDW
LW VHWRXW IRU DOWKRXJK WKH73&SRVLWLRQVPD\KDYH DOUHDG\EHHQD FRPSURPLVHRI
ZKDWVHHPHGDWWDLQDEOH6WLOOWKH73&GRFXPHQWVVKRZWKDWWKH\NHSWEULQJLQJXSD
VHW RI RIIHQVLYH LQWHUHVWV RYHU WKH FRXUVH RI VHYHUDO \HDUV DQG WKH\ VHHP WR KDYH
DFFHSWHGDELWRILVRODWLRQWRJHWKHUZLWK6ZHGHQWRVXFFHVVIXOO\ILJKWWKHLQFOXVLRQ
RI LQYHVWPHQW VFUHHQLQJ 7KH\ DOVR VXFFHVVIXOO\ WRQHG GRZQ WRJHWKHU ZLWK RWKHU
PHPEHUVWDWHVQRGRXEWWKHH[WHQWRIFULPLQDO,35SHUVHFXWLRQDOWKRXJKWKH\KDG
WR\LHOGRQFDPFRUGLQJ7KH1HWKHUODQGVZDV IDFHGLQHYLWDEO\ZLWKDFHUWDLQVHWRI
DFWRUV DQG LQVWLWXWLRQV LQ WKH (8 DV ZHOO DV LQWHUQDWLRQDOO\ WKDW FRQVWUDLQHG DQG
DOWHUHG WKHSRVLWLRQV LW WRRN ,Q WKH:2%ILOHV WKHUHDUHRFFDVLRQDOPHQWLRQVRI WKH
VWDWH RI SOD\ LQ WKH &RXQFLO DQG VRPHWLPHV WKLV LV H[SOLFLWO\ WDNHQ XS DV D IDFWRU
GHWHUPLQLQJ WKH'XWFKSRVLWLRQ HJ RQSURYLVLRQDO DSSOLFDWLRQ 7KH0LQLVWU\ DOVR
PHWZLWKRWKHUPLQLVWHUV RXWVLGHRI WKH&RXQFLO WRGLVFXVV&(7$DQG LQ DV
SDUW RI WKH HFRQRPLF PLVVLRQ DQG LQ  LQ SKRQH FDOOV RQ WKH LQWHUSUHWDWLYH


GHFODUDWLRQ VSRNH ELODWHUDOO\ZLWK WKH&DQDGLDQV+RZHYHU WKH H[WHQW WRZKLFK
WKHVHFRQWDFWVDQGWKHG\QDPLFLQVLGHWKH(8DOWHUHGWKH'XWFKSRVLWLRQZLWKLQWKH





































































DQG6ZHGHQ*HUPDQ\'HQPDUN DQG/X[HPERXUJ WRGLVFXVV WKH IROORZXSRQ WKHLUSDSHU RQ ,6'6 LQ&(7$
¶DQGEH\RQG·LQ-XO\VKHPHWZLWKPLQLVWHU0DFKQLJIURP*HUPDQ\DERXWWKHKXUGOHVIDFLQJ&(7$DQGWR
HPSKDVL]H WKH LPSRUWDQFHRI&(7$PDNLQJ LW ¶D OLWPXV WHVW IRU WKH HQWLUHW\ RI WKH(8·V WUDGHSROLF\· :2% 
0HPR6FKRRQBUHGDFWHG-XQH/DWHLQ6HSWHPEHUVKHDOVRVSRNHGLUHFWO\WR&KU\VWLD)UHHODQGWRWKDQN








































,Q WKLV ILQDO VHFWLRQRQ&(7$ ,ZLOO DWWHPSW WR FRPH WR DQRYHUDUFKLQJ ¶QDUUDWLYH·
DERXW WKH SRVLWLRQ RI WKH 1HWKHUODQGV FRPELQLQJ WKH FRQFOXVLRQV IURP WKH
PHFKDQLVWLFWUDFHV
7KH SHULRG LQ WKH UXQXS WR DQG WKH VWDUW RI WKH QHJRWLDWLRQV ZDV GRPLQDWHG E\
EXVLQHVV DQG FLYLO VHUYDQWV +RZHYHU DOWKRXJK WKHUH ZDV JHQHUDO VXSSRUW IRU WKH
VWDUWXSRI WKHQHJRWLDWLRQVZLWK WKHH[FHSWLRQRI WKH LQYHVWPHQW FKDSWHU&(7$DV
VXFKZDVQRWKLJKRQWKHDJHQGDVRIGHFLVLRQPDNHUVRUEXVLQHVV
,WLVYHU\KDUGWRKHUHGLVHQWDQJOHWKHSUHIHUHQFHVRIEXVLQHVVZLWKWKRVHRIWKHFLYLO
VHUYLFH RU WKH PLQLVWHU EXW WKLV LQ LWVHOI VKRZV WKDW WKHLU UHODWLRQ ZDV KLJKO\
V\PELRWLF , VKRZHGWKDWEXVLQHVVSUREDEO\YRLFHGD VHWRIGHPDQGVDQGFRQFHUQV
DQG , WKLQN WKDW ZH FDQ VDIHO\ DVVXPH WKDW WKH 'XWFK VWDWH ZDV H[WUHPHO\ ¶VRIW·
PHDQLQJ LWZDV YHU\ZLOOLQJ WR WUDQVIHU WKHVH GHPDQGV WR WKH (8 OHYHO HVSHFLDOO\
EHFDXVH PRVW RI WKHP ZHUH H[SRUWRULHQWHG DQG RIIHQVLYH DQG DUJXDEO\ QRW VR
GLVVLPLODUWRWKHGHPDQGVWKDWZHUHUDLVHGE\DVHULHVRIRWKHUPHPEHUVWDWHVRUWKDW





OREE\LQJ 7KLV ZDV WKH FDVH XQWLO DIWHU WKH LQFUHDVHG PDUNHW RSHQLQJ KDG EHHQ





WKDWPDQ\RI WKH VHFWRUV VHHP WR QRWKDYH HQJDJHG LQPXFK OREE\LQJ ,QSDUW WKLV
DSSHDUV WR KDYH EHHQ EHFDXVH WKH\ FRXOG UHVW HDV\ WKH FLYLO VHUYLFH ZDV DOUHDG\
DZDUHRI WKHLU WUDGHSROLF\LQWHUHVWVDQGZDVSUHSDUHGWRUHSUHVHQW WKHP0DQ\RI
EXVLQHVV· SUHIHUHQFHV ZHUH PRUHRYHU ZKROO\ LQ OLQH ZLWK ZKDW VXFFHVVLYH 'XWFK
JRYHUQPHQWV KDG RXWOLQHG DV WKHLU LQWHUHVWV LQ WUDGH VXSSRUWHG E\ QXPHURXV
VWDWLVWLFDO DQDO\VHV WKURXJKRXW WKH \HDUV &RXQWHUIDFWXDOO\ , WKLQN WKDW HYHQ KDG
WKHUH EHHQ QR EXVLQHVV LQWHUHVW LQ &(7$ZKDWVRHYHU WKH 'XWFK VWDWHZRXOG KDYH
WDNHQ URXJKO\ WKH VDPH SRVLWLRQV &OHDUO\ WKH FLYLO VHUYLFH DVZHOO DV WKH SROLWLFDO
OHYHOZDVFRQYLQFHGWKDWLWQHHGHGWRVXSSRUWWKH'XWFKDSSURDFKWRLQYHVWPHQWDQG
WUDGH WRRSHQXSVHUYLFHV WR IRFXVRQGUHGJLQJDQGSURFXUHPHQWDQGWRSXVKIRU
RIIHQVLYH RSHQLQJ LQ DJULFXOWXUDO DQG HVSHFLDOO\ GDLU\PDUNHWV $OO RI WKHVH LVVXHV
ZHUHDOVRKLJKOLJKWHGLQWKH&RPPLVVLRQ·VRZQ LPSDFWDVVHVVPHQWVDQGLQWKHNLQG
RI VKDOORZ DQDO\VHV WKDW , SHUIRUPHG LQ P\ SULRU ZKLFK ZH FDQ DVVXPH ZHUH
SHUIRUPHG E\ WKH 'XWFK PLQLVWULHV DV ZHOO 7KLV WDNH VHHPV HYHQ PRUH SODXVLEOH






LQYHVWPHQWSURWHFWLRQSURYLVLRQV+RZHYHUKHUH LW VHHPVWKDW WKHFLYLO VHUYLFHZDV
DFWXDOO\PRUHLQFOLQHGWRGHIHQGWKH'XWFKPRGHOIUHHIURPWKLQJVOLNHVDIHJXDUGVRI
WKH ¶ULJKW WR UHJXODWH·RU IURPPRUHQDUURZGHILQLWLRQVRI ¶LQYHVWRU· WKDQEXVLQHVV
ZKLFKVXSSRUWHGDV\VWHP¶OLNH ,6'6·EXWZKLFKVHHPVQRW WRKDYHEHHQHVSHFLDOO\







FRXUVH· LW ZDV XQFRQWURYHUVLDO LQ WKH &RXQFLO ZDV EDVHG RQ WKH SUHYLRXV 'XWFK
SRVLWLRQVDQGUHIOHFWHGDSHUFHLYHGFRQVHQVXVDPRQJVRFLHWDODFWRUV2QWKHRWKHU
KDQG DQ LVVXH WKDWZDVKLJKO\ FRQWURYHUVLDO LQ%HOJLXPQHJDWLYH OLVWLQJ VHHPV WR
KDYH HOLFLWHG IHZ ZRUULHV $OWKRXJK WKH 1HWKHUODQGV ZDV D OLWWOH VNHSWLFDO RI WKLV
QRYHOW\DQGWKHH[WUDDQDO\WLFDOZRUN LW UHTXLUHG LWTXLFNO\FDPHWRWKHFRQFOXVLRQ
WKDW WKLVZRXOGSURYLGHDGGLWLRQDOQHJRWLDWLQJ OHYHUDJH LQPRUH LPSRUWDQWVHFWLRQV
HJSURFXUHPHQWZKLOHQRWHQGDQJHULQJDQ\VHQVLWLYHVHFWRUV6RKHUHFRPPHUFLDO
LQWHUHVWVFOHDUO\WUXPSHGSDWKGHSHQGHQF\-XGJLQJIURPWKH73&GRFXPHQWVLWRQO\
WRRN WKHP DERXW DPRQWK WR VWDUW VKLIWLQJ IURP EHLQJ YHU\ VXVSLFLRXV RI QHJDWLYH
OLVWLQJ WR LQSULQFLSOHVXSSRUWLQJ LWDV ORQJDV LWGLGQRWFRXQWDVDSUHFHGHQWHYHQ
WKLVUHVLVWDQFHDJDLQVWLWVSUHFHGHQWYDOXHZDVODWHUDEDQGRQHG









DQ 17% E\ SDUWV RI WKH PLQLVWU\ 2U WDNH WKH 'XWFK VXSSRUW IRU *HRJUDSKLFDO
,QGLFDWLRQV ZKLFK FRQIOLFWV ZLWK WKH DOOHJHG IUHHWUDGH HQWKXVLDVP RI WKH
JRYHUQPHQWV7KH1HWKHUODQGVKDVFRQVLVWHQWO\DVNHG IRU WKH LQFOXVLRQRI LWVRZQ
*,VLQWKHSDVWIHZDFFRUGVDQG&(7$ZDVQRH[FHSWLRQ+RZGRHVWKLVUHODWHWRWKH
OLEHUDO VWHUHRW\SH"  2QH DUHD ZKHUH WKH 1HWKHUODQGV GLG VHHP WR EH JHQXLQHO\
PRWLYDWHGE\QRQFRPPHUFLDOGHVLUHVZDV LWVSOHD IRUJUHDWHU WUDQVSDUHQF\DQG LWV
LUULWDWLRQRIWKH&RPPLVVLRQ·VODFNRILQLWLDWLYHLQWKLVUHJDUG7KH1HWKHUODQGVFDOOHG








1*2V DVZHOO DV WKH WUDGHXQLRQVKDG WXQHGRXW RI WUDGHSROLF\RUZHUHEURDGO\




LQYROYH D VHULHV RI RWKHU&62V LQ WKLV FDPSDLJQ DQG RYHU WKH FRXUVH RI  WKH\
ZHUH VXFFHVVIXO ² DJDLQ DLGHG E\ WKHVH JURXSV· (8OHYHO LQYROYHPHQWV $IWHU LW
EHFDPH FOHDU WR WKHP WKDW WKLV ZDV VRPHWKLQJ WKH\ FRXOG DFWXDOO\ FDPSDLJQ RQ
0LOLHXGHIHQVLHDQG)RRGZDWFK MRLQHGLQDQGWKH\VWDUWHGZRUNLQJRQWXUQLQJ77,3
LQWR D QRLV\ LVVXH LQ WKH 1HWKHUODQGV DVZHOO 2YHU WKH FRXUVH RI  WKH\
VXFFHHGHGDWEURDGHQLQJWKHVFRSHDQGVL]HRIWKHRUJDQL]DWLRQVLQYROYHGVSUHDGLQJ
DOVRWRWKHPDLQWUDGHXQLRQWKHFRQVXPHUIHGHUDWLRQ*UHHQSHDFHDQGDQXPEHURI







WKH SDUOLDPHQW RQ ,6'6 DQG IRRG VDIHW\ WKHQ DOVR DPRQJ WKH SXEOLF ,QWHUQDO
GRFXPHQWV VKRZ WKH FLYLO VHUYLFH EHFRPLQJ DQ[LRXV RYHU WKHGDQJHU RI D VSLOORYHU
IURP WKH LQFUHDVLQJO\KHDWHG77,3GHEDWHV WR&(7$ HVSHFLDOO\ LQ UHODWLRQ WR ,6'6
DQGWKLVFRPELQDWLRQRILQFUHDVLQJSXEOLFSUHVVXUHDQGDGHVLUHWRQLSDQHVFDODWLRQ





WRSLFV VXFK DV SURYLVLRQDO DSSOLFDWLRQ DQG WKH LQWHUSUHWDWLYH GHFODUDWLRQ , GR QRW


WKLQN WKDWZHZRXOG KDYH VHHQ WKHVH SRVLWLRQV ZLWKRXW &62 SUHVVXUHZRUNLQJ LWV
ZD\ WKURXJKWKHSDUOLDPHQW DQG WKHSUHVV'LUHFW LQVLGH OREE\LQJZDVDUJXDEO\RI
PXFKOHVVLPSRUWDQFHWKH&62VGLGQRWIHHOWKHPLQLVWU\ZDVYHU\UHFHSWLYHZKLFK
LV FRQILUPHGE\P\DQDO\VLVRI WKHLURZQSUHIHUHQFHVDQG WKHZD\V LQZKLFK WKH\
WULHG WR GHIHQG WKHP IURP &62 LQIOXHQFH 7KH &62V FHUWDLQO\ GLG QRW PDNH WKH
PLQLVWU\ FKDQJH FRXUVH WKURXJK WKH UKHWRULFDO IRUFH RI WKHLU DUJXPHQWV DORQH
,QVWHDGWKH\ZHUHDEOHWRSXVKWKHSUHVVDVZHOODVWKHSDUOLDPHQWLQDPRUHFULWLFDO
GLUHFWLRQ IRUFLQJ D VRFLDOGHPRFUDWLF PLQLVWHU WR GHIHQG KHU OHIW IODQN ZKLOH KHU
SDUW\ZDVSOXPPHWLQJLQWKHSROOVDQGHOHFWLRQVZHUHGXHLQHDUO\
3HUKDSV 3ORXPHQ·V VRFLDOGHPRFUDWLF SURILOH ZRXOG KDYH OHG KHU WR VXSSRUW WKH
UHIRUPV RI ,&6 ZLWKRXW DQ\ VXFK SXEOLF OREE\LQJ +RZHYHU , WKLQN WKLV VHHPV
LPSODXVLEOH JLYHQ WKH ORQJVWDQGLQJ 'XWFK SRVLWLRQ RQ ,6'6 DQG WKH IDFW WKDW




V\VWHP WKDW LV HVVHQWLDOO\ VWLOO WKH VDPH LQYHVWRUVWDWH GLVSXWH VHWWOHPHQW VWUXFWXUH
WKDWKDGDOUHDG\EHHQLQFOXGHGLQ&(7$OLNHPDQ\RIWKH&62VGRWKHQWKH'XWFK
¶VZLWFK· LV PHUHO\ D GLYHUVLRQ PHDQW WR VDIHJXDUG LQYHVWRUVWDWH VHWWOHPHQW·V
LQFOXVLRQLQ77,3DQGRWKHUWUHDWLHV%XWWKHPLQLVWHUFHUWDLQO\UHPDLQHGVXSSRUWLYH
RIWKHV\VWHPWKDWKDGDOUHDG\EHHQLQFOXGHGLQ&(7$XQWLOLWEHFDPHFOHDUWKDWWKH








QRW IHHO SUHSDUHG WRZDJH WKLV GHEDWH RQFH LW KDG EHFRPH SXEOLF DQG QRLV\ 9HU\
PXFKLQ OLQHZLWKWKHH[LVWLQJ OLWHUDWXUHRQWKLVNLQGRIG\QDPLFZHVDZWKDW WKH\
GLGQRWIHHOWKLVZDVDGHEDWHWKH\FRXOGHDVLO\ZLQRUWKDWDVWURQJSRVLWLRQIURPWKH
HPSOR\HUV ZRXOG PDNH PXFK RI D GLIIHUHQFH 0RUHRYHU WKH QHRFRUSRUDWLVW
LQVWLWXWLRQVRI WKH1HWKHUODQGVJDYH WKHPDSDWK WR FRPHXSZLWKDPRUH ¶QHXWUDO·
¶QRQSDUWLVDQ· DGYLFH LQ WKH6(5 HYHQ WKRXJK WKLV FDPHDIWHU WKH1HWKHUODQGVKDG
DOUHDG\VZLWFKHGWUDFN,WWKHUHIRUHDSSHDUVWKDWWKLVZDVVRPHWKLQJWKDWHVFDSHGWKH
FRQWURORIWKHHPSOR\HUVIRUDZKLOHWKHSXEOLFDQG(XURSHDQG\QDPLFPRPHQWDULO\





































































































































































































































































































































































































*LYHQ ZKDW ZH NQRZ DERXW WKH GHWHUPLQDQWV RI VWDWHV· DQG WKH 1HWKHUODQGV·




7KH DVVXPSWLRQ LQ WKH JHQHUDO OLWHUDWXUH RQ DQWLGXPSLQJ SROLWLFV LV WKDW WKHVH
SROLWLFVDUHKHDYLO\GRPLQDWHGE\GHIHQVLYHSURGXFHUV· LQWHUHVWVVHH WKH WKHRUHWLFDO
UHYLHZ DOWKRXJK YDOXH FKDLQ LQWHJUDWLRQ PD\ ZHDNHQ WKHLU SOHDG IRU SURWHFWLRQ
6LQFHWKHUH LVQRVSHFLILF OLWHUDWXUHRQWKH'XWFKSROLWLFVRIDQWLGXPSLQJWKDW ,FDQ
UHYLHZWRUHILQHWKLVDVVHVVPHQWIURPWKH OLWHUDWXUH,ZLOO LQVWHDGEDVHP\SULRURQ
WKH SDWWHUQ RI GXPSLQJSDUWLFLSDWLRQ E\ 'XWFK ILUPV LQ FRPELQDWLRQ ZLWK VRPH







PHWDOV FKHPLFDOV WH[WLOHV DQG PDFKLQHU\ DQG HOHFWULFDO HTXLSPHQW EXW WKDW WKH
DFWLYLW\RIPRVWRIWKHVHGLHGGRZQDIWHUWKHRQO\SDUWLDOH[FHSWLRQLVWKHPHWDO








,ǇĚƌŽŐƌŝ^ůƵŝƐŬŝů Ϯϯ ^ǁĞĚŝƐŚDĂƚĐŚ ϰ YƵĂŬĞƌKĂƚƐŚĞŵŝĐĂůƐ Ϯ /ŶƚĞƌŶĂƚŝŽŶĂů&ƵƌĂŶŚĞŵŝĐĂůƐ ϭ
WŚŝůŝƉƐ ϮϮ ĐĐŽƌĚŝƐ ϯ ^ƚŽƌŬͲtĞƌŬƐƉŽŽƌŝĞƐĞů Ϯ /d^s ϭ
ŽƌƵƐdƵďĞƐ ϭϳ ĂƚĂǀƵƐ ϯ ďĞŶŐŽĂŶĞƌŐǇ ϭ >ĂŶŬŚŽƌƐƚdŽƵǁĨĂďƌŝĞŬĞŶ ϭ
,ŽŽŐŽǀĞŶƐ^ƚĞĞů ϭϬ ,ĞŶǌŽ ϯ ĐĐĞůů'ƌŽƵƉ ϭ EĞĚƌŝ^ƉĂŶƐƚĂĂů ϭ
tĞůůŵĂŶWĞƚZĞƐŝŶƐ ϵ WĚŵDĂŐŶĞƚŝĐƐ ϯ ŽůƐŝƵƐ ϭ EŽƌŝƚ ϭ
<K ϴ sŽƌŝĚŝĂŶ ϯ WKDĂŐŶĞƚŝĐWƌŽĚƵĐƚƐ ϭ KůŝǀĞŝƌĂ,ŽůůĂŶĚ ϭ
<ĞŵŝƌĂ ϴ ^DŐƌŽ Ϯ ^DDĞůĂŵŝŶĞ ϭ KƉŚĂŚĞůů ϭ
ĂƐƚŵĂŶŚĞŵŝĐĂůƐ ϲ ƵƉŽŶƚĞEĞŵŽƵƌƐ Ϯ ũĂ/ŶƚĞƌŶĂƚŝŽŶĂů ϭ WW' ϭ
^ŝƚƚĂƌĚEĞƚŚĞƌůĂŶĚƐ ϲ ,ŽůůĂŶĚ^ǁĞĞƚĞŶĞƌŽŵƉĂŶǇ Ϯ WD ϭ WY^ŝůŝĐĂƐ ϭ





,Q RWKHU ZRUGV ILUPV IURP KLJKO\ FRQFHQWUDWHG DQG ZHOORUJDQL]HG VHFWRUV




FRPSDUHG WR  IRU *UHHFH IRU H[DPSOH 7KLV LV FRUURERUDWHG E\ (YHQHWW 	






DOVR EH GXH WR FRQWLQXRXV SURWUDGH FRXQWHUOREE\LQJ RU WKH ZHDNHQLQJ RI
SURWHFWLRQLVW FRDOLWLRQV E\ YHUWLFDO LQWHJUDWLRQ HYHQ WKH OREE\LQJ E\ VRPH RI WKHVH
FRQFHQWUDWHGGHIHQVLYHLQGXVWULDOVHFWRUVKDVEHFRPHZHDNHQHGE\JOREDOVRXUFLQJ
,WPD\EHWKDW WKHVH LQGXVWULHVDSSHDUFRQFHQWUDWHGDQGKRPRJHQRXVZKLOH LQ IDFW
WKH\·YH EHHQ VSOLQWHUHG E\ JURZLQJ YDOXH FKDLQ LQWHJUDWLRQ ,QWHJUDWLRQPD\ KDYH
VSXUUHG FRXQWHUOREE\LQJ DVZHOO DV D IXUWKHU ORZHULQJRI WKH UHFHSWLYLW\RISROLF\
PDNHUVZKRDOVRORRNDWHFRQRPLFGDWDDQGFRQVLGHUVRPHDFFRXQWRIWKH¶QDWLRQDO
LQWHUHVW· ,Q RWKHU ZRUGV ZHPD\ EH RYHUHVWLPDWLQJ WKH OREE\LQJVWUHQJWK RI WKH
LQGXVWULHVWKDWKDYHSDUWLFLSDWHGLQ'XWFKDQWLGXPSLQJDQGSHUKDSVWKHVWDWHKDVLQ
IDFW EHHQ VXVFHSWLEOH WR VWURQJ FRXQWHUOREE\LQJ E\ JURXSV WKDW UHVLVWHG DQWL
GXPSLQJ WDULIIV 7KH OLWHUDWXUH ZRXOG GHHP VXFK SHUVLVWHQW FRXQWHUOREE\LQJ
XQOLNHO\WKRXJK










$OWKRXJK WKLV LQ SDUW UHIOHFWHG WKH ULVLQJ GHPDQG LQ WKH (8 DW ODUJH DQG WKH
1HWKHUODQGV· SRUWHIIHFW LW ZDV DOVR SDUW RI D WXUQ WRZDUGV UHQHZDEOHV LQ WKH
1HWKHUODQGV LWVHOI  $OWKRXJK WKH 1HWKHUODQGV ZDV VRPHZKDW EHKLQG LQ WHUPV RI







































5LVLQJ LPSRUWV DOVR FDPH DW D FRVW KRZHYHU GRPHVWLF PDQXIDFWXUHUV ZHUH
RXWFRPSHWHG DQG 'XWFK 39 SURGXFWLRQ KDG ODUJHO\ GLVDSSHDUHG E\  &%6
$FFRUGLQJWRDSUHVHQWDWLRQE\81(7291,LQ0D\WKHUHZHUHILUPV
RIIHULQJ 39 LQVWDOODWLRQV RI ZKLFK WKH YDVW PDMRULW\ KDG QR RU RQO\ D KDQGIXO RI
HPSOR\HHVZHUHODUJHGLVWULEXWRUVDQGZHUHIRUHLJQILUPV$FFRUGLQJWRWKH







DQHFRQRPLFVWDNH LQFKHDS39LPSRUWV IURP&KLQDZKLOHLWVHHPVWKDW WKHUHZHUH
IHZSURGXFHULQWHUHVWVWREHWKUHDWHQHGE\WKHP$OWKRXJKWKHVHZHUHPRVWO\VPDOO
ILUPVWKH\ZHUHRUJDQL]HGLQDQXPEHURIIHGHUDWLRQVVHHEHORZDQGWKHLUVWDNHLQ
































































2I FRXUVH WKH GLVSXWH ZDV SRWHQWLDOO\ UHOHYDQW IRU RWKHU 'XWFK VHFWRUV DV ZHOO
EHFDXVH LW WKUHDWHQHG WR OHDG WR UHSHDWHG URXQGV RI WUDGH UHWDOLDWLRQ ,W VHHPV WKDW
QRQHRIWKHDQWLGXPSLQJDFWLRQVWDNHQE\&KLQDZHUHYHU\UHOHYDQWIRUDQ\'XWFK
H[SRUWV WKRXJK WKHVH VHFWRUV PD\ KDYH VWLOO EHHQ ZRUULHG DERXW &KLQD·V IXWXUH
PDUNHW SRWHQWLDO 7KH &KLQHVH VKDUH RI 'XWFK H[SRUWV KDG EHHQ JURZLQJ DV ZHOO





WR SURYH WKH LQIOXHQFH RI SURWHFWLRQLVW OREE\LQJ WKDQ WKDW RI OLEHUDO OREE\LQJ 7KH
ODWWHU KDV WR YLH IRU FDXVDO UHOHYDQFH ZLWK WKH PRUH REYLRXV ¶EXVLQHVVDVXVXDO·
H[SODQDWLRQ:HZRXOGRQO\UXOHLQIDYRURIFRQWUD$'OREE\LQJLQFDVHWKHUHZDVD
YHU\ VWURQJSURGXWLHVEORFN WKDWPD\RWKHUZLVHKDYHRYHUZKHOPHG WKHEDVLFSUR
WUDGH VWDQFH 7KH IRUPHU H[SODQDWLRQ LV HDVLHU WR VXEVWDQWLDWH LI ZH ILQG D
SURWHFWLRQLVWRXWFRPHLWLVTXLWHSODXVLEOHWKDWWKLVGHYLDWLRQIURPWKHXVXDOSDWWHUQ














WHUPV LWZLOO EH UHODWLYHO\ HDV\ WR IDOVLI\ DVZHOO DV FRQILUP WKH UROH RI SURWHFWLRQLVW
OREE\LQJLQVRPHWKLQJWKDWVRPHZKDWDSSURDFKHVD¶GRXEO\GHFLVLYH·WHVWZKLOHLW
ZLOO EH YHU\ KDUG WR FRQILUP EXW HDVLHU WR IDOVLI\ HJ LI WKHUH LV QR HYLGHQFH RI
DFWLYLW\WKHUROHRIOLEHUDOOREE\LQJ
&RQVLGHULQJWKHVWDWHRIWKHVHFWRULQWKH1HWKHUODQGVKRZHYHUVWURQJOREE\LQJRQ
HLWKHU VLGH ZRXOG EH VRPHZKDW VXUSULVLQJ LW FRQFHUQHG D QHZ VHFWRU ZKLFK ZDV
JHRJUDSKLFDOO\IUDJPHQWHGIXOORIYHU\VPDOOHQWHUSULVHVDQGZLWKRXWDVLQJOHODUJH
PDQXIDFWXUHU WKDW PLJKW LQFXU WKH FRVWV RI PRQLWRULQJ DQG FROOHFWLYH DFWLRQ 7KH











7UDFH SROLF\PDNHUV·PHHWLQJVZLWK LQWHUHVW JURXS·V UHSUHVHQWDWLYHV DV UHSRUWHG LQ
LQWHUYLHZV SXEOLF VWDWHPHQWV SRVLWLRQLQJ E\ LQWHUHVW JURXSV SUHVV UHOHDVHVSXEOLVKHG
VWDWHPHQWV D VKLIW LQ WKH'XWFKSRVLWLRQ IURPRSHQ HQGHG WRGHWHUPLQHG RU IURP
SRVLWLRQ[WRSRVLWLRQ\LQPLQLVWHULDO/HWWHUVDVFRPPXQLFDWHGWRSDUOLDPHQWDVYLVLEOH
LQ SXEOLF VWDWHPHQWVFRXQFLO GRFXPHQWV QR UHYHUVH OREE\LQJ HJ SROLWLFLDQV SXVKLQJ
LQWHUHVWJURXSVWRVXSSRUWDFHUWDLQSRVLWLRQ
$FFRXQW SROLF\PDNHUV DWWULEXWLQJ WKHLU FKDQJLQJ SRVLWLRQ WR LQWHUHVW JURXSV·
DFWLRQV LQ SULYDWH FRQYHUVDWLRQ DQ LQWHUYLHZ LQ WKH SUHVV SXEOLF VWDWHPHQWV LQWHUHVW
JURXSVDWWULEXWLQJWKHLUVXFFHVVIDLOXUHWROREE\LQJLGHP
3DWWHUQGDWDRQLQWHQVLW\RIFRQWDFWVFRUUHODWLRQVEHWZHHQFRQWDFWVDQGFKDQJHVLQ
SRVLWLRQ FRPSDULVRQV ZLWK VLPLODUGLIIHUHQW FDVHV SUHYLRXV SDWWHUQV RI LQWHUHVW






GLVSXWH +ROODQG 6RODU ZLWK D VWDII RI DERXW ILYH ZDV WKH GHGLFDWHG EUDQFK














SHQGLQJ FDVH ERWK WKURXJK WKHLU RZQ PRQLWRULQJ DV ZHOO DV WKURXJK WKHLU
PHPEHUVKLS RI WKH (XURSHDQ SKRWRYROWDLF LQGXVWU\ DVVRFLDWLRQ (3,$ +H DOVR
FODLPHGWKDW WKH\ZHUHWKHRQO\UHSUHVHQWDWLYHVRI WKH LQGXVWU\GRLQJDQ\ZRUNRQ
WKLVDWWKHWLPH81(7291,)0(RURWKHURUJDQL]DWLRQVGLGQRWJHWLQYROYHGQRU
GLG 9121&: ,QWHUYLHZ  H[+ROODQG 6RODU 81(7291, DFNQRZOHGJHG
WKDWWKH\GLGQRWUHDOO\IROORZWUDGHSROLF\IURPXSFORVH7KH\VRPHWLPHVGLVFXVVHG
WKHVHLVVXHVDOLWWOHELWZLWKLQWKHLU(XURSHDQIHGHUDWLRQWKH(XURSHDQ$VVRFLDWLRQRI
(OHFWULFDO&RQWUDFWRUV $,( EXW QHYHU YHU\ LQWHQVHO\ ,WZDV+ROODQG 6RODUZKLFK
ZDV DOVRPRUH YHVWHG LQ WKH VSHFLILF GHWDLOV RI WKH VRODU LQGXVWU\ WKDW GUHZ WKHLU
DWWHQWLRQ WR WKH GXPSLQJ FDVH+RZHYHU DVZHZLOO VHH EHORZ WKH\ GLG GR VRPH
ZRUNRQWKHLVVXHRYHUWKHFRXUVHRI,QWHUYLHZ81(7291,




(83UR6XQ ODUJHUPHPEHUV7KHSUHFLVH FKDQQHOV UHPDLQXQFOHDU EXWPDQ\ ILUPV
ZHUH HYLGHQWO\ DZDUHRI WKH FDVH EHFDXVH DV , VKRZ EHORZ WKH\ MRLQHG FRDOLWLRQV
DQGOREELHGWKHJRYHUQPHQW
$VZHNQRZIURPWKHLQWURGXFWRU\FKDSWHURQ'XWFKWUDGHSROLWLFVWKHUHZHUHYHU\
OLWWOH 1*2V GRLQJ PXFK WUDGH PRQLWRULQJ LQ  DQG WKH IHZ RUJDQL]DWLRQV
ZRUNLQJ RQ WKLV ZHUH ORRNLQJ DW LVVXHV OLNH ,6'6 RU WUDGHDQGGHYHORSPHQW
+RZHYHU DV , VKRZ EHORZ VRPH RI WKHP LQFOXGLQJ D FRXSOH FRQVXPHU
RUJDQL]DWLRQVHYHQWXDOO\EHFDPHDZDUHRI WKHFDVH %HFDXVHRI WKHLURQHWLPHDQG
OLPLWHG UROH DQGEHFDXVH , DOUHDG\GLVFXVVHG WKHPRQLWRULQJ FKDQQHOVRI WKHPDMRU




,QDQ LQLWLDO UHDFWLRQ LQ0D\ +ROODQG6RODU UHPDLQHGYHU\DPELJXRXV
¶+ROODQG 6RODU EHOLHYHV WKDW IUHH WUDQVSDUHQW DQG IDLU JOREDO WUDGH HYHQWXDOO\ OHDGV WR D







EXW XQIRUWXQDWHO\ DOVR KLQGHUV IUHH WUDGH· 7KH\ DQQRXQFHG WKH\ ZRXOG EH GRLQJ D
VXUYH\WRJHWDEHWWHUORRNDWWKHFRQVHTXHQFHVIRUWKH'XWFKPDUNHW
$FFRUGLQJ WR DQ LQWHUYLHZ ZLWK WKH WKHQ KHDG RI +ROODQG 6RODU WKLV DPELJXLW\







IURP ZLWKLQ WKH IHGHUDWLRQ·V VHFUHWDULDW ZKLFK EHOLHYHG LWV WDVN ZDV WR WKLQN
VWUDWHJLFDOO\ UDWKHU WKDQ VKRUWWHUP EXW DOVR DPRQJ WKH PHPEHUVKLS ZDV PRUH
IRFXVHG RQ WKH PDUNHW·V ORQJWHUP GHYHORSPHQW 7KH\ VXSSRUWHG WKH PHDVXUHV
EHFDXVH WKH\ EHOLHYHG WKDW QRQGLVWRUWHG PDUNHW UHODWLRQV ZRXOG DLG WKH
GHYHORSPHQW RI WKH EHVW WHFKQRORJLHV DQG SURGXFWV WKHUHE\ VDIHJXDUGLQJ WKH
GHYHORSLQJ 39PDUNHW ² ZKLFK KDG MXVW VWDUWHG WR UHDOO\ SLFN XS LQ 
8QZDQWHGWUDGHSUDFWLFHVIURP&KLQDZHUHGHWULPHQWDOWRWKLVORQJWHUPJRDO7KLV
SRVLWLRQZDVDOVR VXSSRUWHGE\DQXPEHURI WUDGLQJ ILUPVZKRVH IDLWKZDV WLHG WR
WKDW RI WKH (XURSHDQ SURGXFHUV HLWKHU EHFDXVH WKH\ ZHUH VLVWHU ILUPV RI WKHVH










SDQHOV EHLQJ LQVWDOOHG ,I WDULIIV ZHUH LQFUHDVHG DERXW  H[SHFWHG D VLJQLILFDQW












,QWHUYLHZ  H[+ROODQG 6RODU  $OWKRXJK WKH\ GLG QRW SXEOLVK DQ\ PRUH
SRVLWLRQVDIWHU0D\WKH\GLGFRPPHQWRQWKHFDVHLQDUDGLRLQWHUYLHZLQ-XQH











1RQHWKHOHVV WKLV DPELJXLW\ VWLOO OHG WR D ORW RI KHIW\ GLVFXVVLRQV ZLWKLQ WKH
RUJDQL]DWLRQ 6RPH RI WKH PRUH DFWLYLVW WUDGHUV ZHQW RQ WR FUHDWH WKHLU RZQ
DVVRFLDWLRQ LQ VXSSRUW RI WKH PHDVXUHV DQG LQYHVWHG FRQVLGHUDEOH UHVRXUFHV LQ
OREE\LQJ%UXVVHOVDQG7KH+DJXH,QWHUYLHZH[+ROODQG6RODU




DUJXHG WKDW WKH PHDVXUHV ZRXOG EH KDUPIXO IRU WKHLU VHFWRU DV ZHOO DV WKH
1HWKHUODQG·VFOLPDWHJRDOV¶7KDQNVWRWKHDYDLODELOLW\RI&KLQHVHVRODUSDQHOVWKHSULFHKDV
EHHQ IDOOLQJ IRU \HDUVPDNLQJ LQYHVWLQJ LQ VRODUPRUH SURILWDEOH LQ D VKRUWHU WHUP5DLVLQJ
WDULIIVZRXOG XQGR\HDUV RI SULFH GURSV MXVW DW D WLPHZKHQ VRODUZDV DERXW WR UHDFK JULG
SDULW\ >«@·  0HDVXUHV ZRXOG VORZ GRZQ WKH JURZWK LQ UHQHZDEOH HQHUJLHV








$FFRUGLQJ WR P\ VRXUFH WKHVH GLYLVLRQV ZHUH DW WKH WLPH DOVR SUHVHQW LQ WKH (3,$ FDXVLQJ WKH (XURSHDQ





















2I WKH RWKHU EXVLQHVV DFWRUV QHLWKHU 9121&: QRU DQ\ RI WKH RWKHU VHFWRUDO
RUJDQL]DWLRQV VXFK DV )0( SOD\HG D UROH ,QWHUYLHZ  H[+ROODQG 6RODU 
,QWHUYLHZ81(7291,+RZHYHUDODUJHDPRXQWRILQGLYLGXDO'XWFKILUPV
MRLQHGWKH$)$6(FRDOLWLRQZKLFKRSSRVHGWKHGXWLHV2QWKHRWKHUKDQGQR'XWFK
ILUPV SDUWLFLSDWHG GLUHFWO\ LQ WKH FRPSODLQW 7KH OLVW RI PHPEHUV RI WKH 3UR6XQ




9HUHQLJLQJ(LJHQ+XLV KRXVHRZQHUV·RUJDQL]DWLRQ (GHFHQWUDDO D IHGHUDWLRQRI
VXVWDLQDEOHHQHUJ\FRRSHUDWLYHVDQG1DWXXU	0LOLHXDQHQYLURQPHQWDO1*2VHQW
D MRLQW OHWWHU WR WKH (XURSHDQ &RPPLVVLRQ LQ ZKLFK WKH\ RSSRVHG LWV SODQV WR




JRLQJ WR KXUW FRQVXPHUV DQG KLQGHU WKH SURPRWLRQ RI VRODU SDQHOV DQG WKH
&RQVXPHQWHQERQG RSSRVHG LW DOWKRXJK WKH\ XUJHG FRQVXPHUV QRW WR EH WRR
IULJKWHQHG VRODU SDQHOV ZRXOG VWLOO EH SURILWDEOH HYHQ ZLWK WKH WDULII
&RQVXPHQWHQERQG  $FFRUGLQJ WR ¶ZDWWLVGXXU]DDPQO· D 39 LQGXVWU\ QHZV




%DVHG RQ WKH GHFLVLRQ PDNLQJ SURFHGXUHV GHVFULEHG LQ WKH ILUVW FKDSWHU ¶LQVLGH·
DFFHVVLQJHQHUDOVKRXOGKDYHEHHQJRRG$Q\LQWHUHVWHGSDUW\FDQJHWLQWRXFKZLWK
WKHFRUHGHFLVLRQPDNHUVLQWKLVGRPDLQ¶2XWVLGH·DFFHVVWKURXJKWKHSDUOLDPHQWDQG








RISDUWLHVGLVWULEXWRUV SURGXFHUVRISRO\VLOLFRQ DQG WKH LPSRUWHUV7KHRQO\ DFWRU
WKDW ZDV FRQVSLFXRXVO\ DEVHQW ZDV WKH VRODU LQGXVWU\·V VHFWRUDO RUJDQL]DWLRQ
+ROODQG6RODUZKLFK UHSUHVHQWHG WKH HQWLUH VSHFWUXPRI LQWHUHVWV DFURVV WKH VRODU
YDOXH FKDLQ XVHUV DV ZHOO DV SURGXFHUV (YHQWXDOO\ WKH PLQLVWU\ KDG WR WDNH WKH






XQDEOH WR FRPH WR D MRLQW SRVLWLRQ EHFDXVH RI WKHPDQ\ FRQIOLFWLQJSRVLWLRQV WDNHQ
DFURVVLWVPHPEHUVKLS,QWHUYLHZ$'8QLW1/'7KLVSLFWXUHZDVFRQILUPHG
E\+ROODQG 6RODU LWVHOI WKH\ KDGQRW JRWWHQ LQ WRXFKZLWK WKHPLQLVWU\ EHFDXVH RI
LQWHUQDOGLYLVLRQV WKHUHZDVQRSRLQW LQ OREE\LQJ LI WKH\ FRXOGQRWSUHVHQW D FOHDU
SRVLWLRQ,QWHUYLHZH[+ROODQG6RODU
$VZDVSRLQWHGRXW LQ WKHSUHYLRXV ¶VWHS·RI WKHPHFKDQLVPKRZHYHU  VXSSRUWHUV
DQGRSSRQHQWVRI WKHPHDVXUHVKDGSURFHHGHG WR OREE\DXWRQRPRXVO\ RXWVLGHRI
+ROODQG6RODU ,WVHHPVOLNH WKLVDFWLYLW\ZDVPRUHYLJRURXVRQWKHFRQWUD$'VLGH




&KLQDRULHQWHG H[SRUWHUV DSSHDU QR WR KDYH JRWWHQ LQYROYHG LQ OREE\LQJ HIIRUWV
LELG
7KHVRODUSDQHOFDVHLVDOVRWKHRQO\DQWLGXPSLQJFDVHDVIDUDV,FDQWHOOLQZKLFK




+RZHYHU WKHUH ZDV QR IXUWKHU IROORZXS DIWHU WKLV OHWWHU LELG $SDUW IURP WKLV
OHWWHUVHQWE\IRXU1*2VWKHPLQLVWU\GLGQRWUHFHLYHZRUGIURPDQ\QRQEXVLQHVV
DFWRUV7KLV ODFNRI HQJDJHPHQWZLWK WKHJRYHUQPHQWZDVFRQILUPHGE\RQHRI WKH
HQJDJHGRUJDQL]DWLRQV+ROODQG6RODUZDVDOVRQRWDZDUHRIDQ\1*2DFWLYLW\LQWKLV







«GLGQRWDFWLYHO\ OREE\ WKHJRYHUQPHQW$VZDVFOHDU IURPWKHSUHYLRXVVHFWLRQ
KRZHYHU WKH\GLGVHQGRXWD VHULHVRISUHVVUHOHDVHV ,QGLYLGXDO'XWFK ILUPVZHUH
SDUW RI WKH $)$6( FRDOLWLRQ ZKLFK DOVR SHUIRUPHG D ELW RI WUDQVQDWLRQDO RXWVLGH
OREE\LQJ7RIXUWKHULQYHVWLJDWHWKHSRWHQWLDO ¶RXWVLGH·VWUDWHJLHVRIWKHVHJURXSVDV






7KH VRODU SDQHO FDVH UHFHLYHG HDUO\ SUHVV FRYHUDJH EDVHG RQ D VHDUFK WKURXJK
QHZVSDSHUV·DUFKLYHVXVLQJ*R3UHVVVWDUWLQJIURPZKHQWKHFRPSODLQWZDVORGJHG
ZLWK WKH &RPPLVVLRQ LQ $XJXVW  7KH IROORZLQJ PRQWKV DODUPLQJ KHDGOLQHV
ZDUQHGDERXWSRWHQWLDOUHWDOLDWLRQDQGDQLPSHQGLQJWUDGHZDUZLWK&KLQDDOWKRXJK
WKH IRFXV ZDV ODUJHO\ RQ ¶(XURSHDQ· UDWKHU WKDQ VSHFLILFDOO\ 'XWFK ILUPV DQG
LQWHUHVWV7KHVROHFRPPHQWDU\WKDWZDVSXEOLVKHGLQ'H9RONVNUDQWDUJXHGWKDW
¶&KLQDVKRXOGEHJUDQWHGLWVSODFHXQGHUWKHVXQ·FRQVXPHUVDUHEHQHILWWLQJDQG(XURSH
LV PDNLQJ PRQH\ LQ RWKHU SDUWV RI WKH VXSSO\ FKDLQ PDFKLQHEXLOGLQJ 5	'
LQVWDOODWLRQ
,Q 0D\  WKH SUHVV IRFXVHG RQ WKH GLYLVLRQ ERWK DPRQJ PHPEHU VWDWHV DQG
ZLWKLQWKHVRODU LQGXVWU\RYHU WKH&RPPLVVLRQ·VSURSRVDORIDGXW\ 7KHVH
SLHFHVDOVRVWDUWHGGLVFXVVLQJWKHSRWHQWLDOHIIHFWVRQ'XWFKLQGXVWU\DQGFRQVXPHUV
$SLHFH LQKHW )LQDQFLHHO'DJEODG IRU H[DPSOH GLVFXVVHG LQTXLWH QHXWUDO WHUPV WKH
UROHRI'XWFK LQGXVWU\ LQ WKHVRODUYDOXHFKDLQEXWGH7HOHJUDDI UHSRUWHG LQPRUH
GHWDLODERXW'XWFKEXVLQHVV·UHVSRQVHWKH\LQWHUYLHZHGLPSRUWHUVDQGLQVWDOOHUVWKDW
ZHUH YHU\ XQKDSS\ ZLWK WKH PHDVXUHV EXW DOVR VRPH ILUPV ¶IRU H[DPSOH 'XWFK
SURGXFHUV LQ %DQJODGHVK WKDW ZHUH KRSLQJ WR H[SDQG WKHLU H[SRUWV WR WKH (8· 0RUH
IUHTXHQWZHUHWKHDUWLFOHVDERXWKRZD¶SULFHH[SORVLRQ·ZDVLPSHQGLQJIRUFRQVXPHUV
RI ¶HQYLURQPHQWDOO\ IULHQGO\ VXVWDLQDEOH DQG >WKDQNV WR FKHDS &KLQHVH LPSRUWV@ EXGJHW
IULHQGO\·VRODUSDQHOV·EHFDXVHRIWKH(8·VHIIRUWVWRHQGGXPSLQJ0HDQZKLOHWKH






































LQ WKH 7ZHHGH .DPHU ,Q -XQH WKH SDSHUV WRRN QRWH RI VLPLODU FULWLFLVP OHYHOHG
DJDLQVWWKHGXWLHVE\VHFUHWDU\RIVWDWHRIILQDQFH:HHNHUVGXULQJD'XWFKHFRQRPLF
PLVVLRQ WR &KLQD ZKHQ WKHUH ZDV DOVR D WD[ GHDO FRQFOXGHG  7KHUH ZHUH QR
DJDLQEDVHGRQ WKH*R3UHVV VHDUFK UHSRUWVRISDUWLHV· RUSROLWLFLDQV· YLHZV RWKHU
WKDQWKHPLQLVWHUV·WKURXJKRXWWKHGLVSXWH
7KURXJKRXW -XQH  UHSRUWLQJ FRQWLQXHG LQ D WRQH WKDW VHHPHG WR YDU\ IURP
QHXWUDO WR QHJDWLYH UHPDUNV RU FRPPHQWDULHV LQ IDYRU RI$'PHDVXUHVZHUH UDUH
$UWLFOHVUHSRUWHGRQKRZWKH'XWFKPDUNHWIRUVRODUSDQHOVKDGERRPHGGXHWRWKH
ORZSULFHVDGHYHORSPHQWWKDWZDVQRZWKUHDWHQHGE\¶HXURFRPPLVVLRQHU'H*XFKW·V




TXDUWHUVRI WKHSDUWLFLSDQWVRSSRVHG WKHGXWLHV IRUHQYLURQPHQWDODQGHPSOR\PHQW
UHDVRQV $FFRUGLQJ WR D SLHFH LQ $OJHPHHQ 'DJEODG 'XWFK ILUPV ZHUH QRW DW DOO
ZRUULHG  VRPH ILUPVGLGQRW IHDU IRU WKHLU H[SRUWV RU WKHLU LQYHVWPHQWV PRVWO\ LQ
KLJKWHFKZKHUHILUPVIHOWVHFXUHDERXW&KLQD·VQHHGIRUWKHLUSURGXFWV\HWSDSHU
PLONDQGPHWDOSURGXFHUVZHUHVDLGWRRSSRVHWKHGXWLHVWKH\IHDUHGQHZEDUULHUVWR
WKHLUH[SRUWV$JDLQ WKHSDSHUV WRRNQRWHRI WKHFDELQHW·VRSSRVLWLRQTXRWLQJIRU
H[DPSOHPLQLVWHU3ORXPHQDJDLQVWLPSRVLWLRQRIGXW\
7KH ZHHN DIWHU WKH SULFH XQGHUWDNLQJ ZDV DJUHHG XSRQ UHSRUWLQJ ZDV PL[HG
$OJHPHHQ 'DJEODG  JDYH VSDFH WR WKH QHJDWLYH UHDFWLRQ RI WKH VRODU SDQHO VHFWRU
KHDGOLQLQJZLWK¶'HDOZLWK&KLQDPD\FRVWMREV·+HW)LQDQFLHHOH'DJEODGUHFRUGHGWKH
UHDFWLRQ E\ PLQLVWHU 3ORXPHQ ZKR VDLG WKDW VKH ZDV ¶SOHDVHG· ZLWK WKH GHDO
SUHIHUULQJ LWRYHU D  WDULII ¶DOWKRXJK VKH VWLOO QHHGHG WR VWXG\ WKH GHWDLOV·7URXZ
ILUVW IRFXVHG RQ WKH UHOLHI WKDW WKH ¶WUDGH ZDU LV DOPRVW RYHU· EXW WKH QH[W GD\
SXEOLVKHGDFRPPHQWDU\VXSSRUWLQJWKH&RPPLVVLRQ·VGHIHQVHRIWKHVRODULQGXVWU\

























$OO LQ DOO ZH FDQ FRQFOXGH WKDW WKH DWWHQWLRQ LQ WKH SUHVV ZDV HLWKHU QHXWUDO RU
XQIDYRUDEOHIRUWKHLPSRVLWLRQRIGXWLHV7KHUHZDVDORWRIIRFXVRQWKHSRWHQWLDOO\
GHWULPHQWDOHIIHFWVRIWKHPHDVXUHRQWKH'XWFK39VHFWRUEXWDOVRRQWKHGDQJHUVRI
D WUDGH ZDU IRU WKH 'XWFK HFRQRP\ LQ JHQHUDO 7KH PHDVXUH ZDV DOVR VHHQ DV
KDPSHULQJWKHSXVKWRZDUGVUHQHZDEOHHQHUJ\6RPHDUWLFOHVLQFOXGHGILUPV·YLHZV
RU EDVHG WKHPVHOYHV RQ EXVLQHVV· VWDWHPHQWV ZKLOH WKHUH ZHUH QHYHU DQ\ TXRWHV





+ROODQG 6RODU FRXOG QRW UHFDOO EHLQJ LQYROYHG LQ OREE\LQJ WKH SDUOLDPHQW 7KH\
WUDFNHG WKHSDUOLDPHQWDU\GHEDWHV DQG UHVSRQGHG WR WKH LQIRUPDWLRQ VHQW WR WKHP
EXW LW GLG QRW VHHP OLNH WKH\ HQJDJHG PXFK ZLWK 03V :KHQ FRQVLGHULQJ WKHLU
FRQIOLFWHGSRVLWLRQWKLVVHHPVXQOLNHO\,KDYHQRUHDVRQWREHOLHYHWKDW81(7291,
RUDQ\RIWKHRWKHUVHFWRUDORUJDQL]DWLRQVGLGDFWLYHO\OREE\WKHSDUOLDPHQW,GRQRW
NQRZ LI DQ\ RWKHU FRDOLWLRQV RU LQGLYLGXDO ILUPV GHFLGHG WR OREE\ WKH SDUOLDPHQW





SOHQDU\ RQ  )HEUXDU\  NYWN= %HFDXVH LW LV VR EULHI ,ZLOO DOVR
LQFOXGHWKHPLQLVWHUV·UHVSRQVHVVRWKDW,FDQMXVWUHIHUWRWKHVHUHPDUNVLQWKHVHFWLRQ
RQGHFLVLRQPDNHUV·SUHIHUHQFHV
7KH GHEDWHZDV FRPPHQFHG E\039DQ 7RQJHUHQ *URHQ/LQNVZKR UHIHUUHG WR
¶ZRUU\LQJ PHVVDJHV· DLUHG E\ WKH SXEOLF QHZV LQ )HEUXDU\ DERXW SRWHQWLDO LPSRUW
WDULIIVEHLQJUDLVHGRQ&KLQHVHVRODUSDQHOV6KHFODLPVKHULQER[¶H[SORGHGIURPPDLOV
RIZRUULHGRZQHUVRIVRODUSDQHOVRUJDQL]DWLRQVDQGORFDOFRPPXQLWLHVWKDWZHUHZRUNLQJRQ
WKLV· DQG ZDQWHG WR NQRZ ZKDW WKH 'XWFK SRVLWLRQ ZDV 6KH DUJXHG WKDW WKH





SRRU HQYLURQPHQWDO RU VRFLDO FRQGLWLRQV $IWHU WKH PLQLVWHUV· UHSOLHV ZKLFK VKH
ZHOFRPHGVKHFKDOOHQJHGKLPWREHDOLWWOHPRUHYLVLEOHDPELWLRXVDQGPD\EHHYHQ
DJJUHVVLYHRQ WKHPDWWHU LQ WKH(86XFKDQDSSURDFKZDVDOVR  VXSSRUWHGE\9RV
3YG$ +H QRWHG WKDW WKH1HWKHUODQGV DQG*HUPDQ\ KDG KHDYLO\ VXEVLGL]HG WKLV
VHFWRU WRKHOSNHHSSULFHV ORZDQGWKDW LWZDVSDUWLFXODUO\SDLQIXO WKDWWKH(8ZDV
QRZSURSRVLQJWKHVHPHDVXUHVMXVWZKHQVRODUSDQHOVZHUHEHFRPLQJSURILWDEOHIRU
WKH SXEOLF +H ZDV VXUSULVHG DERXW WKH SRVLWLRQ RI WKH RWKHU PHPEHU VWDWHV
HVSHFLDOO\VLQFH¶MREV·ZHUHDWVWDNHDQGHQFRXUDJHGPLQLVWHUWRJHW(XURSH
WR FKDQJH FRXUVH /DVWO\ WKHVH FULWLFLVPV RI DQWLGXPSLQJ ZHUH VKDUHG E\ /HHJWH


99' ZKLFK SUDLVHG WKHPLQLVWHU IRU VXSSRUWLQJ IUHH WUDGH LQZKDW KH VDZ DV D
EDWWOHEHWZHHQQRUWKDQGVRXWKHUQ(XURSH¶+RZFDQZHDYRLGKDYLQJWRHQWHULQWRWKLV
NLQGRIFRQIURQWDWLRQZLWK&KLQDHYHU\\HDUXQWLOLWJHWVPDUNHWHFRQRP\VWDWXVLQ"·




HQYLURQPHQW EXW DOVR JRRG IRU HPSOR\PHQW 7KH GXWLHV ZRXOG EH D ¶UHDOO\ ELJ
SUREOHP·IRUWKHVHFWRUZRXOGLQFUHDVHSULFHVDQGXQFHUWDLQW\IRULQYHVWRUV,QVXP
WKH\ RSSRVHG WKH LPSRVLWLRQ RI D WDULII DQG WKH1HWKHUODQGVZDVGRLQJ LWV EHVW WR
QXGJH WKH (8 DZD\ IURP WKLV FRQIURQWDWLRQDO WUDMHFWRU\ 7KH\ ZDQWHG WKH
&RPPLVVLRQWRFRPHWRDQHJRWLDWHGDUUDQJHPHQWZLWK&KLQDWRSUHYHQWDWUDGHZDU











)URP WKH GLVFXVVLRQ LW HPHUJHV WKDW WKH UHVLVWDQFH DJDLQVW GXWLHV KDG FURVVSDUW\
VXSSRUWWKH99'WKH3YG$*URHQ/LQNVFULWLFL]HGWKH&RPPLVVLRQ·VPHDVXUHVIURP
DQ HQYLURQPHQWDO DV ZHOO DV DQ HFRQRPLF YLHZSRLQW 7KH\ DOVR FDXWLRQHG DJDLQVW
WULJJHULQJWUDGHZDUVZLWK&KLQDDQGZDQWHGWKHPLQLVWHUWRJHW(XURSHWRFKDQJH













7KHUH DUH QR GDWD DYDLODEOH RQ WKH SXEOLF·V RSLQLRQ RI VRODU SDQHO GXPSLQJ DQWL






7KH'XWFKVRODU VHFWRUGLGQRW UHSUHVHQW DXQLILHG IURQW ² RQ WKH FRQWUDU\$VZDV
VKRZQDERYHWKHEUDQFKRUJDQL]DWLRQVKLHGDZD\IURPWDNLQJDSRVLWLRQDQGWKHUH
ZDVOREE\LQJRQERWKVLGHV6WLOOWKHFRQWUDGXW\·VKDQGZDVDUJXDEO\VWURQJHU7KH
QXPEHU RI ILUPV DQG MREV LQYROYHG LQ LPSRUWLQJ GLVWULEXWLQJ DQG LQVWDOOLQJ VRODU
SDQHOV KDG EHHQ ERRPLQJ DV KDG H[SRUWGHSHQGHQW DFWLYLWLHV LQ WKHSURGXFWLRQ RI
PDFKLQHU\ DQG WHFKQRORJ\ 7KH\ MRLQHG LQ ODUJH QXPEHUV D SXEOLFO\ YLVLEOH
(XURSHDQ FDPSDLJQ $)$6( WKDWZDV DEOH WR WLH LWV LQWHUHVWV ERWK WR MRE ORVVHV DV
ZHOO DV WKH HQYLURQPHQWDO DJHQGD DQG WKHLU PHVVDJH ZDV SLFNHG XS RU DW OHDVW
VKDUHGE\*UHHQV/LEHUDOVDQG6RFLDO'HPRFUDWVLQWKH7ZHHGH.DPHUDVZHOODVLQ









WKH FLYLO VHUYDQWV DQG LW LV VNHZHG KHDYLO\ WRZDUGV RSSRVLQJ GXWLHV 7KHUHIRUH
OREE\LQJOHYHUDJHVKRXOGSUREDEO\EHYHU\KLJKFRQFHQWUDWLRQSOXVEUXWHHFRQRPLF
ZHLJKW LQ RUGHU WR RYHUFRPH WKLV ELDV +RZHYHU LW VHHPV LPSODXVLEOH WKDWPDQ\
VHFWRUVLQWKHVPDOODQGH[WUHPHO\RSHQDQGLQWHJUDWHG'XWFKHFRQRP\FDQSUHVHQW
VXFKDXQLILHGSURWHFWLRQLVWIRUFH0RUHRYHUPLQLVWHU3ORXPHQDQG.DPSDSSHDUHG
VHQVLWLYH WR WKH HQYLURQPHQWDO DUJXPHQW DJDLQVW LPSRVLQJ GXWLHV RQ SKRWRYROWDLF
SDQHOV
 
,Q WKH HQG ERWK WKHPLQLVWHUV DQG WKH FLYLO VHUYDQWV LQYROYHGZHUH FRQYLQFHG WKDW
DQWLGXPSLQJPHDVXUHV LQ VRODUZHUH D EDG LGHD DQG WKH1HWKHUODQGV IRXJKW WKH
LPSRVLWLRQ RI GXWLHV LQ WKH &RXQFLO $OWKRXJK LW ODWHU DEVWDLQHG RQ WKH ILQDO SULFH






PHDVXUHV DQG WKH OHYHUDJH DQG UHFHSWLYLW\ HQMR\HG E\ WKLV JURXS ZKLFK ZHQW
WKURXJKWKHYDULRXVVWHSVRIWKHPHFKDQLVPPDNHLWUHDVRQDEOHWROLQNWKLVRXWFRPH
WR WKHLU DFWLYLW\ 7KLV PHFKDQLVP WKHUHIRUH ¶SHUIRUPHG· DOO RI WKH QHFHVVDU\ VWHSV
+RZHYHU HYHQ WKRXJK LW GRHV QRW EUHDN GRZQ , ZLOO GLVFXVV LQ WKH FRQFOXGLQJ





QDUUDWLYH ZKLFK LV MXVW DV SODXVLEOH , ZLOO DUJXH FRXQWHUIDFWXDOO\ WKDW GHFLVLRQ
PDNHUV ZRXOG KDYH SUREDEO\ JRQH DKHDG ZLWK UHMHFWLQJ PHDVXUHV HYHQ ZLWKRXW
EXVLQHVV OREE\LQJ7KHUHVXOW IRU WKHSURWHFWLRQLVW FRDOLWLRQ LVPRUHDPELJXRXV WKH
1HWKHUODQGV QHYHU VXSSRUWHG PHDVXUHV EXW HYHQWXDOO\ GLG ¶DEVWDLQ· LQVWHDG RI
RSSRVLQJWKHILQDOGHDO,ZRXOGDUJXHWKDWWKHUHLVQRWHQRXJKVXSSRUWLQJHYLGHQFH
WRPDNHSODXVLEOHWKHLQWHUSUHWDWLRQRIWKLVYRWHDVD¶SURWHFWLRQLVW·WXUQWKHOHYHUDJH
DQG UHFHSWLYLW\ RI WKLV JURXS ZKLFK DOVR ZHQW WKURXJK WKH YDULRXV VWHSV RI WKH
PHFKDQLVP ZDV IDU ZHDNHU DQG ZKDWHYHU WKH FDXVH RI WKLV VRPHZKDWPLOGHU
SRVLWLRQ LW LV WRRXQOLNHO\ WKDW LW FDPHIURPSURWHFWLRQLVWJURXSVFRQYLQFLQJSROLF\





DQG WKH ILQDO SRVLWLRQ LV LQ DFFRUGDQFHZLWK WKHLU SUHIHUHQFH <HW WKH FRQILUPDWRU\
YDOXHRIP\HYLGHQFH LVVWLOOYHU\ZHDNEHFDXVH LW LVQHYHUYHU\XQLTXHWKH OLEHUDO




GLGQRW LQWKHHQGPDQDJHWRFRQYLQFHSROLF\PDNHUV7KHUH LVQRHYLGHQFH OLQNLQJ
WKH1HWKHUODQGV·DSSDUHQWSRVLWLRQDOVZLWFKIURPDQRSSRVLQJYRWHWRDQDEVWHQWLRQ
WR OREE\LQJ ,W LV XQOLNHO\ WKDW , PLVVHG DQ\ QHZ LQWHUYHQWLRQV IURP SURWHFWLRQLVW



































































































DQG HFRQRPLF DQDO\VHV WKDW ZH ZRXOG H[SHFW WKH 'XWFK VWDWH WR KDYH SHUIRUPHG
ZRXOGKDYHVKRZQWKLV:HFDQDOVRH[SHFWWKDWWKH\KDGDEURDGHUGLVWDVWHIRUWUDGH
FRQIOLFWVZLWK&KLQDZKLFKDVZHVDZLQWKHSUHYLRXVFDVHDQGLQWKH LQWURGXFWRU\
VHFWLRQ KDGEHHQGHVLJQDWHG DV RQH RI WKHPRVW LPSRUWDQW HPHUJLQJPDUNHWV7KH
'XWFKVWUDWHJ\ZDVWRERRVWWUDGHDQGLQYHVWPHQWQRWUDNHXSWHQVLRQV(YHQWKRXJK










WKH'XWFKVWDQFHLVWKDW WKH\RQO\VXSSRUWFDVHV LQZKLFKWKHUH LV FOHDUHYLGHQFHRI
SUHGDWRU\ SULFLQJ VLQFH GXPSLQJ DV VXFK LV QRW SURKLELWHG E\ WKH :72 3ULFH
FRPSHWLWLRQLVFRQVLGHUHGWREHMXVWDSDUWRIUHJXODUPDUNHWG\QDPLFV7KLVKDVHYHQ
EHHQWUXHHYHQLQVRPHFDVHVZKHUHWKH1HWKHUODQGVZDVWKHRQO\FRXQWU\WKDWVWLOO
KDG SURGXFHU LQWHUHVWV DW VWDNH $FFRUGLQJ WR D QRZ UHWLUHG FLYLO VHUYDQW WKDW
ZRUNHG RQ WKHVH LVVXHV IRU PDQ\ \HDUV WKLV VWDQFH KDV DOZD\V EHHQ XQGLVSXWHG




EXW SHUKDSV 3ORXPHQ 3YG$ IURP 1RYHPEHU  GLG GHYLDWH IURP WKH WUHQG
+RZHYHUHYHQLIWKLVPLQLVWHUIURPWKHODERUSDUW\ZDVPRUHNHHQRQSURWHFWLQJ(8




SUHIHUHQFHXQGHUSUHVVXUH IURPHLWKHU LQVLGHRURXWVLGH OREE\LQJ$V,GLVFXVVHGLQ
WKHSUHYLRXVPHFKDQLVPEXVLQHVVZDVGLYLGHGWKHSDUOLDPHQWZDVDJDLQVWPHDVXUHV
EXWZDVQRWSD\LQJWRRPXFKDWWHQWLRQDQGWKHSUHVV·FRYHUDJHPRVWO\FRQFHUQHGWKH
(8&KLQD GLPHQVLRQ UDWKHU WKDQ WKH VSHFLILF HIIHFWV IRU WKH 1HWKHUODQGV ,W GLG
EHFRPHKHDYLO\SROLWLFL]HGLQWKH&RXQFLOEXWWKH1HWKHUODQGVZRXOGKDYHEHHQDEOH





















DQ RSSRVLQJ YRWH $ SULRUL IRUJHWWLQJ IRU DPRPHQW WKH VRFLHWDO PHFKDQLVP LW LV
WKHUHIRUHTXLWHVHQVLEOHWROLQNWKHLQLWLDOVWDQFHDJDLQVWPHDVXUHVWRGHFLVLRQPDNHUV·
SUHIHUHQFHV+RZHYHU WKHPRYH WR VZLWFK IURPD ¶QR· WR DQDEVWHQWLRQ LV IDUPRUH
VXUSULVLQJ IURPWKLVSHUVSHFWLYH6WURQJGLVFRQILUPDWLRQZRXOGEHQHHGHG WR ORZHU
P\ EHOLHI LQ WKH ILUVW SURSRVLWLRQ EXW VWURQJ FRQILUPDWRU\ ILQJHUSULQWV ZRXOG EH
QHHGHG WR RYHUWXUQP\ VNHSWLFLVP LQ UHJDUG WR DQ DXWRQRPRXV VZLWFK LQ IDYRU RI
PHDVXUHV
 





7UDFH HYLGHQFH DWWHPSWV RI SROLF\ PDNHUV WR LQIOXHQFH SRVLWLRQVDFWLYLW\ RI
VWDNHKROGHUV SROLF\PDNHUV DUJXLQJ ZLWK VWDNHKROGHUV SROLF\PDNHUV· SHUIRUPLQJ




WR SROLF\PDNHUV· RZQ DQDO\VHVLGHRORJ\« VWDNHKROGHUV FODLPLQJ WKH\ KDG OLWWOH
LQIOXHQFHDFFHVVLQSULYDWHFRQYHUVDWLRQDQLQWHUYLHZLQWKHSUHVVSXEOLFVWDWHPHQWV






PDUNHW·V JHQHUDO FKDUDFWHULVWLFV DQG WKH UROH LPSRUWV ZHUH SOD\LQJ LQ LWV
GHYHORSPHQW7KH&%6KDGDOUHDG\EHHQPRQLWRULQJWKHVLWXDWLRQLQWKH39VHFWRULQ
WKH \HDUV EHIRUH ,W SXEOLVKHG  UHSRUWV LQ   DQG  7KHVH DQDO\VHV
UHPDLQHG TXLWH OLPLWHG KRZHYHU DQG GLG QRW ORRN LQ GHWDLO DW WKH
WUDGHHPSOR\PHQWSURGXFWLRQGHYHORSPHQWV,WVDQDO\VLVZDVVRPHZKDWPRUH







1HWKHUODQGV ZDV ILQDOO\ VWDUWLQJ WR PDNH XS LWV KXJH GLVWDQFH WR WKH (XURSHDQ
DYHUDJH LQ SDUW EHFDXVH RI WKH FRQWLQXHG GURS LQ SULFHVZKLFKZDV VR WKH UHSRUW
DUJXHGSDUWLDOO\FDXVHGE\WKHLQIOX[RIFKHDSVRODUSDQHOVIURP&KLQD&%6
7KHPLQLVWU\GLG QRWQHHG ILUPVRU VHFWRUDO DVVRFLDWLRQV WR WHOO WKHP LQ 
ZKDW WKH VRODU PDUNHW ORRNHG OLNH RU ZKDW UROH &KLQHVH 39 ZDV SOD\LQJ LQ LWV
GHYHORSPHQW
6HFRQGO\ LW LV FOHDU IURP LQWHUYLHZV WKDW WKH FLYLO VHUYDQWV ZRUNLQJ RQ WKLV LVVXH
ZHUH VWURQJO\ RSSRVHG WR WKH GXWLHV ,QWHUYLHZ $'8QLW1/'  ,QWHUYLHZ 
+HDGRI ,0+$FFRUGLQJ WRP\ LQWHUYLHZVZLWK WKH FLYLO VHUYLFH WKHUHZHUH
PDMRU UHDVRQV IRU ZK\ WKH\ RSSRVHG SUHOLPLQDU\ PHDVXUHV $IWHU UHFHLYLQJ WKH
QRWLILFDWLRQ IURP WKH&RPPLVVLRQ WKH'XWFKTXLFNO\XQGHUVWRRG WKDW WKHFDVHZDV
UHDOO\ ELJ² LQ YROXPH WHUPV LW DIIHFWHG D ELJJHU YROXPHRI WUDGH WKDQPDQ\RWKHU
FDVHV FRPELQHG  7KH\ SHUIRUPHG DQ HFRQRPLF DQDO\VLV DFFRUGLQJ WR WKH XVXDO
SURFHGXUHV DV GHVFULEHG LQ WKH 'XWFK LQWURGXFWRU\ FKDSWHU ZKLFK VKRZHG WKDW
'XWFKILUPVZHUHVLWXDWHG ODUJHO\GRZQVWUHDP LPSRUWHUV UHWDLOHUV LQVWDOOHUVDQG
KLJKHUXSVWUHDPVRODUWHFKQRORJ\7KLVDQDO\VLVVKRZHGWKH1HWKHUODQGVQRORQJHU
KDGDQ\VRODUSDQHOSURGXFHUVEXWGLGKDYHDORWRILQVWDOOHUVDQGUHWDLOHUVDVZHOODV
VRPH SURGXFHUV RI PDFKLQHU\ XVHG LQ WKH PDQXIDFWXULQJ RI VRODU SDQHOV ZKLFK
PRVWO\ H[SRUWHG WR &KLQD 7KH $' OHYLHV ZHUH LQFUHDVLQJ WKH XQFHUWDLQW\ IRU
GRPHVWLF 39LQYHVWRUV DQG ZHUH WKHUHIRUH KXUWLQJ ERWK LPSRUWHUV DV ZHOO DV WKH
XSVWUHDP ILUPV 7KH XQLW DJDLQ XQGHUVFRUHG WKH UHOHYDQFH RI WKHLU OLEHUDO ¶EDVLF
SRVLWLRQ·DOVRLQWKLVFDVH7KH\VDZQRUHDVRQWRGHYLDWHIURPWKLVVWDQFHLQWKHVRODU
SDQHOFDVH,QWHUYLHZ$'8QLW1/',QWHUYLHZ+HDGRI,0+
7KH PLQLVWHULDO LQWHUYHQWLRQV LQ SDUOLDPHQWDU\ GHEDWHV WKHLU DQVZHUV WR
SDUOLDPHQWDU\ TXHVWLRQV PLQLVWHULDO OHWWHUV DQG LQWHUYLHZV ZLWK WKH FLYLO VHUYLFH
PDNHFOHDUWKDWWKHSROLWLFDOFKLHIVLQYROYHGZHUHDOVRRSSRVHGWRWKHGXWLHV$VFDQ
EH VHHQ LQ WKH UHSOLHVRIPLQLVWHURIHFRQRPLFV.DPS WR WKHSDUOLDPHQWDU\GHEDWH
GLVFXVVHGLQWKHSUHYLRXVPHFKDQLVPKHRSSRVHG$'PHDVXUHVIRUVHYHUDOUHDVRQV
L KH GLG QRW EHOLHYH WKDW WKH&RPPLVVLRQ KDG FRQYLQFLQJO\ VKRZQ WKDW GXPSLQJ
KDGRFFXUUHG LLFKHDSLPSRUWVKDGDOORZHGIRUDWKULYLQJLQVWDOODWLRQHFRQRP\WR
HPHUJHLQWKH1HWKHUODQGVWKHVHMREVDVZHOODVWKHHQYLURQPHQWDOHIIHFWVWKHVHFWRU
ZDV JHQHUDWLQJZHUH QRZ DW ULVN LLL WKH VWULQJ RIPHDVXUHV WKDW WKH&RPPLVVLRQ
KDG EHHQ ORGJLQJ DW &KLQD ZDV WKUHDWHQLQJ WR WULJJHU D WUDGH ZDU ZKLOH WKH
1HWKHUODQGV ZDV LQ IDYRU RI NHHSLQJ JRRG UHODWLRQV DQG LQWHJUDWLQJ &KLQD LQ WKH
LQWHUQDWLRQDO IUDPHZRUN SHDFHIXOO\ ,QVWHDG RI LPSRVLQJ $' KH EHOLHYHG WKH
&RPPLVVLRQ VKRXOG WU\ DQG FRPH WR DQHJRWLDWHGGHDO9HU\ VLPLODUO\PLQLVWHURI
WUDGH DQGGHYHORSPHQW3ORXPHQ VXPPHGXS WKH UHDVRQV WKH FDELQHWZDV DJDLQVW
VRODU$' LQD OHWWHU WRSDUOLDPHQW 0D\ L D WDULIIZLOO OHDG WR D ¶VXEVWDQWLDO·
SULFH KLNH DQG EHFDXVH RI WKLV WR D ¶VXEVWDQWLDO· GHFUHDVH LQ WKH GHPDQG IRU VRODU
SDQHOV WKLV PLJKW FRVW ¶PDQ\ MREV· LQ WKH LQVWDOODWLRQ VHFWRU LL $ GHFUHDVH LQ WKH
DPRXQW RI QHZO\ LQVWDOOHG VRODU SDQHOV LV EDG IRU WKH QDWLRQDO JRDOV LQ UHQHZDEOH
HQHUJ\ LLL &KLQD KDV WKUHDWHQHG WR ODXQFK FRXQWHUPHDVXUHV WKH 1HWKHUODQGV
EHQHILWVIURPWUDGHZLWK&KLQDDQGGRHVQRWVHHNDQHVFDODWLQJWUDGHZDUNVW
,QDQHZVDUWLFOHLQ-XQHVKHFRPPHQWHGWKDW¶LQWKHSDVWIHZ\HDUVWKH





$V , VKRZHG LQ WKH FKDSWHU RQ&(7$ WKLVSRVLWLRQ LV KDUGO\ VXUSULVLQJ JLYHQ WKH
VWURQJ VXSSRUW ERWK PLQLVWHUV KDYH YRLFHG LQ SROLF\ QRWHV LQWHUYLHZV DQG
SDUOLDPHQWDU\GHEDWHVLQIDYRURIIUHHWUDGH+RZHYHUVLQFHPLQLVWHULDOHQJDJHPHQW
ZLWKWKLVLVVXHZDVUDWKHUOLPLWHGLWLVOLNHO\WKDWWKH\ZHUHPRVWO\UHSURGXFLQJWKH
FLYLO VHUYLFHV· DQDO\VLVSRVLWLRQ ZLWKRXW PXFK IXUWKHU SROLWLFDO DGR 7KH FLYLO
VHUYLFH GLG KRZHYHU FODLP WKDW WKH ZHLJKW RI WKH HQYLURQPHQWDO GLPHQVLRQ ZDV
VRPHZKDWJUHDWHUEHFDXVHRI WKHLU VRFLDOGHPRFUDWLFPLQLVWHUV· HPSKDVLVRQYDOXH
GULYHQWUDGHSROLF\,QWHUYLHZ$'8QLW1/'
,Q6XPPDU\




$VZDV VKRZQ LQ WKHSUHYLRXVPHFKDQLVP VRFLHW\ZDVGLYLGHG DOWKRXJK LWZDV D
OLWWOH ELW VWURQJHU RQ WKH FRQWUD$' IURQW , DOVR GHPRQVWUDWHG WKDW WKH VRODU SDQHO
FDVHDWWUDFWHGTXLWHVRPHSUHVVZKLFKHYHQWXDOO\DOVROHGWRSDUOLDPHQWDU\TXHVWLRQV
DQGDGHEDWHLQWKHSOHQDU\7KHSROLWLFVRIWKHFDVHKDGWKHUHIRUHVWRSSHGEHLQJYHU\
¶TXLHW· 03V DQG SUHVV ZHUH ORRNLQJ DQG WKHPLQLVWHU KDG WR SXEOLFO\ GHIHQG WKH
'XWFKSRVLWLRQ+RZHYHUWKLVVKRXOGQRWEHRYHUHPSKDVL]HG7KHSDUOLDPHQWRQO\
VSHQW D VLQJOH FXUUHQWDIIDLUV GLVFXVVLRQ LQ WKHSOHQDU\ RQ WKHPDWWHUZLWKRXW DQ\
IXUWKHUIROORZXSQRQHRIWKH1*2VWUDFNHGLWYHU\FORVHO\DQGEXVLQHVVZDVDOOLQ
DOO VWLOO GLYLGHG 6R WKH VRFLHWDO SUHVVXUH H[HUWHG RQ SROLF\ PDNHUV UHPDLQHG YHU\
PRGHVWHYHQWKRXJKWKHFDVHZDVXQXVXDOO\¶VHQVLWLYH·
,QWHUPVRIH[WHUQDOSUHVVXUHP\LQWHUYLHZHHVFODLPHGWKDWWKHUHZDVJHQHUDOO\YHU\
OLWWOH GHDOPDNLQJ JRLQJ RQ EHWZHHQ PHPEHU VWDWHV LQ WUDGH GHIHQVHV 7KH
1HWKHUODQGVPRUHRYHUZDV QRW LQWHUHVWHG LQ VXFK GHDOV EHFDXVH WKH &RXQFLO KDV
VLQFH /LVERQ ORVW PXFK RI LWV SRZHU WR VWRS WKH &RPPLVVLRQ IURP LPSRVLQJ
PHDVXUHV%HFDXVH WKHUHLVDSURWHFWLRQLVWPDMRULW\ LQWKH&RXQFLO DW OHDVW IURPWKH
'XWFKSHUVSHFWLYHWKHZHLJKWRIWKH1HWKHUODQGVLVOLPLWHGVRLWGRHVQ·WKDYHPXFK
WREDUJDLQRYHURUZLWK7KHVDPHLVWUXHIRUWKHLUUHODWLRQVZLWKWKH&RPPLVVLRQHU
WKH 'XWFK OLEHUDO SRVLWLRQ LV ZHOONQRZQ DQG WKH &RPPLVVLRQ NQRZV WKDW LW
SUREDEO\ ZRQ·W EH DEOH WR FRQYLQFH WKHP WKURXJK ELODWHUDO FRQWDFWV 7KDW HQHUJ\
ZRXOGEHPLVVSHQWDQ\ZD\EHFDXVHWKH'XWFKYRWHLVVHOGRPGHFLVLYH7KHSUHVVXUH
H[HUWHG E\ WDUJHWHG VWDWHV LV DOVR OLPLWHG 7KHUH DUH UHJXODU FRQWDFWV ZLWK
DPEDVVDGRUV RU WUDGH FRXQFLORUV IURP WKHVH FRXQWULHV DQGSDUWLFXODUO\ZLWK&KLQD
WKHVHPHHWLQJVDUHVRPHWLPHVDERXWWUDGHGHIHQVHV%XWWKLVGRHVQRWLQYROYHPXFK
PRUHWKDQWKHPUHDGLQJRXWWKHLUDUJXPHQWVDQGWKH'XWFKVLGHOLVWHQLQJ²WKHVHDUH
QRW QHJRWLDWLRQV0RUHRYHU RIWHQ WKH 'XWFK DQG WKH DIIHFWHG SDUW\ DUH DOUHDG\ LQ










,Q WKHGRPHVWLFVSKHUHWKHUHZHUHQRWWKDWPDQ\DFWRUV WRSHUVXDGH)LUVWRIDOO LW
VHHPVWKDWWKHUHZDVQRVWUXJJOHEHWZHHQWKHPLQLVWHUVDQGWKHLUDGPLQLVWUDWLRQV
$VZDVGLVFXVVHG DERYH LQ DQWLGXPSLQJGRVVLHUV WKH ILQDOGHFLVLRQ LV LQSUDFWLFH
ODUJHO\XSWRWKH¶XQLW·LHWKHSHUVRQWKDWIROORZHGWKHGRVVLHUXSFORVH+RZHYHU
LI WKLV FDVHKROGHU EHOLHYHV DIWHU GLVFXVVLQJ WKLVZLWK WKHLU FKLHI WKH$'SURSRVDO
PD\ EHFRPH SROLWLFDOO\ VHQVLWLYH RU LI LW LV D UHDOO\ ELJ FDVH ZKLFK PD\ OHDG WR





WKLV LVVXH EHFDXVH VKH FDUHG DERXW WKH HQYLURQPHQWDO GLPHQVLRQ HYHQ KHU
HQJDJHPHQW UHPDLQHG UDWKHU PDUJLQDO ,QWHUYLHZ  $'8QLW 1/'  7KHUH












ZDV DQ\ WHQVLRQ EHWZHHQ WKH SDUOLDPHQW DQG WKH H[HFXWLYH LQ WKLV GRVVLHU LW ZDV
SHUKDSVDWWKHOHYHORIPHDQVUDWKHUWKDQHQGVRQWKH(8OHYHO,QWKHSDUOLDPHQWDU\
GHEDWH VHYHUDO03·V FDOOHG RQPLQLVWHU.DPS WRZDJH DPRUHYRFDO DQG DVVHUWLYH
RSSRVLWLRQWRWKHPHDVXUHVDWWKH(8OHYHO+RZHYHU.DPSFRXQWHUHGVXFKFDOOVIRU
DPRUHDJJUHVVLYHDSSURDFK WKHPLQLVWHUFODLPHGWKDW WKH1HWKHUODQGVZDV ODUJHO\
SRZHUOHVVWRGRDQ\WKLQJDERXWWKHPHDVXUHVVLQFHDPDMRULW\RIPHPEHUVWDWHVZDV
¶WLPH DQG DJDLQ· LQ IDYRU RI WDUJHWLQJ &KLQD 7KHLU RQO\ KRSH ZDV WR WU\ DQG
FRQYLQFHWKH&RPPLVVLRQDQGWKHVHPHPEHUVWDWHVE\GHEDWLQJEHKLQGFORVHGGRRUV
7KH 1HWKHUODQGV GLG QRW SDUWLFLSDWH LQ WKH SXEOLF DWWHPSWV WR LQIOXHQFH WKH
&RPPLVVLRQ·VSRVLWLRQLH LWGLGQRWFRDXWKRUWKHOHWWHUSXEOLVKHGLQWKH)LQDQFLDO
7LPHV ,W GLG VHQG SXEOLFO\ DYDLODEOH OHWWHUV WR WKH &RPPLVVLRQ $FFRUGLQJ WR D
PLQLVWHULDOOHWWHUWKH1HWKHUODQGVGXULQJWKH&RXQFLOPHHWLQJRI-XQHLQZKLFK

 7KH FLYLO VHUYLFH DOVR IHOW WKDW WKH IUHHWUDGH RULHQWHGSULPHPLQLVWHU DQG WKH JHQHUDOO\ OLEHUDO FDELQHWZHUH
KHOSIXOLQUHVLVWLQJSURWHFWLRQLVWSUHVVXUHVEHLQJH[HUWHGE\WKHVWHHOVHFWRUDOWKRXJKWKLV¶GHIHQVLYH·ZLQGFRXOG




WKHUH ZDV D GLVFXVVLRQ EHWZHHQ WKH &RPPLVVLRQ DQG WKH &RXQFLO RYHU WKH





ZDU WKH\ FDOOHGRQDOOPHPEHU VWDWHV WR VXSSRUWDQHJRWLDWHGVROXWLRQ LQ WKH VKRUW
WHUPNVW
7KHFLYLOVHUYLFHFODLPHGWKDWWKHH[WHUQDOG\QDPLFLQWKHVRODUFDVHZDVYHU\VLPLODU








WKH PRGHVW SUHVVXUH H[HUWHG RQ WKHP LQ UHDFKLQJ WKHLU SRVLWLRQ VHHPV D OLWWOH
H[DJJHUDWHG HVSHFLDOO\ZKHQFRQVLGHULQJ WKHSHUFHLYHG LPSRUWDQFHRI&KLQDDVDQ
XSFRPLQJ WUDGLQJ SDUWQHU DQG WKH LQFUHDVLQJO\ WHQVH (8&KLQD UHODWLRQV %XW LW LV
OLNHO\ WKDW WKH\ GLG QRW SHUFHLYH LW DV EHLQJ RULHQWHG WRZDUGV WKH1HWKHUODQGV DV
IRUFLQJ WKHP LQWR DQ\ NLQG RI SROLWLFDO GLUHFWLRQ EHFDXVH WKH\ZHUH HVVHQWLDOO\ RQ
&KLQD·VVLGHLQWKLVGLVSXWHDQGKDGYDULRXVDOOLHVLQWKH&RXQFLODVZHOO
+RZHYHUZKHQWKH&RPPLVVLRQWKHQSURSRVHGDSULFHXQGHUWDNLQJLQWKHVHFRQG
SKDVH WKH DGPLQLVWUDWLRQ DJDLQ DGYLVHG DJDLQVW VXFK D GHDO +RZHYHU WKH
&RPPLVVLRQ ¶RXWVPDUWHG· WKHDGPLQLVWUDWLRQ LW WRRN WKHGHFLVLRQ DQGJRW LQ WRXFK
ZLWK WKH'XWFKPLQLVWHU RYHU WKHZHHNHQG %HFDXVH WKH FLYLO VHUYDQW WUDFNLQJ WKH
VRODUGRVVLHUZDVXQDYDLODEOHWKHPLQLVWHUHYHQWXDOO\GHFLGHGWRMXVWDJUHH¶LQWKH
VSLULW RI FRPSURPLVH·ZLWK WKH GHDO$OWKRXJK WKLVZRXOG ODWHU OHDG WR VRPH FRQIOLFW
ZLWKWKHPLQLVWHURIHFRQRPLFVWKHGHFLVLRQKDGE\WKHQDOUHDG\EHHQWDNHQ7KH
1HWKHUODQGV FRXOGQ·W KDYH EORFNHG WKH SULFH GHDO DQ\ZD\ VLQFH LWV YRWH ZDV QRW
GHFLVLYH
7KLVLQWHUSUHWDWLRQDVVXPHVWKDWWKHPLQLVWHUZRXOGKDYHYRWHGLQDGLIIHUHQWIDVKLRQ
LI WKHFLYLOVHUYDQWKDGQRWEHHQ¶RQDERDW·%XW LW LVQRW LPSODXVLEOH WRDVVXPHWKDW
FRXQFLO G\QDPLFV LQ FRPELQDWLRQ ZLWK WKH ORZ VWDNH IRU WKH 1HWKHUODQGV DW WKLV
SRLQWDWOHDVWWKH\KDGQRGHFLVLYHVD\ZRXOGKDYHSURGXFHGWKLVSRVLWLRQDQ\ZD\
,QDQ\FDVHWKHVRXUFHRIWKHSROLF\FKDQJHLVH[WHUQDOWRWKH'XWFKSURFHVVDPRYH




 %HFDXVH RI WKH DUJXPHQWV PHQWLRQHG DERYH EXW DOVR EHFDXVH WKLV VRUW RI GHDO ZRXOG SRVH DOO VRUWV RI







7KHUH LV SOHQW\ RI HYLGHQFH RI WKH GHFLVLRQ PDNHUV KDYLQJ D VWURQJ SUHIHUHQFH LQ
RSSRVLWLRQ WR $' EDVHG RQ VRPH UHVHDUFK DQG FRQVXOWDWLRQV EXW DOVR RQ WKHLU
HFRQRPLFWKHRUHWLFDO JXW 7KH\ SXW WKLV SRVLWLRQ ¶WR ZRUN· LQ WKH &RXQFLO ZLWKRXW
EHLQJIHHOLQJ YHU\ FRQVWUDLQHG E\ HLWKHU FLYLO VRFLHW\ EXVLQHVV WKH SDUOLDPHQW RU
H[WHUQDOSUHVVXUH7KHUHZHUHQRGLYLVLRQVEHWZHHQRUZLWKLQWKHPLQLVWULHV
+RZHYHU HYHQWXDOO\ WKH 1HWKHUODQGV XS VXSSRUWLQJ D QHJRWLDWHG VROXWLRQ LQ WKH
&RXQFLO DQG WKH\ DEVWDLQHG RQ WKH SURSRVHG PHDVXUHV HYHQ WKRXJK FLYLO VHUYLFH
ZDQWHGWRUHPDLQ¶DJDLQVW·7KHUHLVQRHYLGHQFHWRVXSSRUWWKDWWKLVZDVWKHHIIHFWRI
GRPHVWLF OREE\LQJ UDWKHU LW VHHPV WRKDYH UHVXOWHG IURPDFRPELQDWLRQRIH[WHUQDO
SUHVVXUHDQGUDQGRPQRLVH7KHZD\WKLVFDVHZDVKDQGOHGLQ%HOJLXPVHHFKDSWHU
RIIHUV D FRPSOHPHQWDU\H[SODQDWLRQ WDNLQJ LQWR DFFRXQW WKH ODFNRIDTXDOLILHG
PDMRULW\ WKDW FRXOG UHVLVW GXWLHV WKH %HOJLDQ H[HFXWLYH GHFLGHG WR WDNH WKH OHDVW
XQIDYRUDEOH RSWLRQ FRPSDUHG WR D QRQQHJRWLDWHG GXW\ DQG VXSSRUW E\ QRW
RSSRVLQJWKHSULFHXQGHUWDNLQJZKLOHVWLOOVLJQDOLQJGLVFRQWHQWYLDDQ¶DEVWHQWLRQ·
,W VHHPVUHDVRQDEOHWRVXVSHFW WKDWPLQLVWHU3ORXPHQZDVRIIHUHGDVLPLODUGHDOE\
WKH &RPPLVVLRQ HYHQ WKRXJK LW ZDV DSSDUHQWO\ FORVHG LQ D KDSKD]DUG ZD\ DQG



































































,Q WKLV VHFWLRQ ,ZLOO DJDLQ LQWHJUDWH WKHSUHFHGLQJH[SODQDWRU\SUREHV:KDWZHUH
WKHGHWHUPLQDQWVRIWKH'XWFKSRVLWLRQRQVRODUSDQHODQWLGXPSLQJLQ"
,IRXQGHYLGHQFHIRUERWKWKHVRFLHWDODQGWKHGHFLVLRQPDNHUV·PHFKDQLVP7KHUHLV
WKHUHIRUHQRWKLQJ LQ WKHGDWD LWVHOI WKDW DOORZVXV WR IDOVLI\ WKH FDXVDO UHOHYDQFH RI
FRQWUDGXW\ OREE\LQJ LQ SURGXFLQJ WKH 'XWFK VWDQFH VLQFH HYHU\ VWHS RI WKLV




WR SURGXFH FHUWDLQ RXWFRPHV 7KLV DOORZV PH WR FRQVWUXFW D VRUW RI ¶LGHDOW\SLFDO·
UHVSRQVHWRDQWLGXPSLQJLQYHVWLJDWLRQVZKLFK,EHOLHYHFHWHULVSDULEXVOHDQVKHDYLO\
WRZDUGVUHVLVWLQJPHDVXUHV
7KH 'XWFK LQLWLDOO\ YRWHG DJDLQVW PHDVXUHV DQGZH VDZ WKDW WKHUH ZDV DQ DFWLYH
FRQWUD$' OREE\ LQFOXGLQJ D IHHEOH UROH IRU VRPH&62VZKLOH SURGXW\ OREE\LQJ
UHPDLQHG ZHDN ,I ILUP OREE\LQJ KDG EHHQ WRWDOO\ DEVHQW , EHOLHYH WKH RXWFRPH
ZRXOG KDYH EHHQ WKH VDPH 'HFLVLRQ PDNHUV VSRNH ZLWK ILUPV EXW WKH\ DOVR
SHUIRUPHG WKHLU RZQ HFRQRPLF DQDO\VHV DQG WKHLU DVVHVVPHQW RI WKH ¶QDWLRQDO
LQWHUHVW· ZDV ILUPO\ LQ IDYRU RI RSHQ WUDGH LQ 39 7KLV ZDV IXUWKHU IRUWLILHG E\
HQYLURQPHQWDOFRQFHUQVRIWKHWUDGHPLQLVWHUEXWPRUHLPSRUWDQWO\DOVRE\WKHFLYLO
VHUYLFH·VYHU\ VWURQJSUHIHUHQFH IRUKROGLQJRQ WR DSULQFLSOHG OLEHUDOSRVLWLRQ WKDW
ZDVYHU\VNHSWLFDORI WKHFDVHDQ\FDVHIRUDQWLGXPSLQJ+RZHYHU FRQVLGHUDOVR
WKH VFHQDULR LQZKLFK GHFLVLRQPDNHUVZHUH GHYRLG RI FOHDU SUHIHUHQFHV FKRRVLQJ
PHFKDQLFDOO\ZKLFKHYHUJURXSPXVWHUHGWKHPRVW¶OHYHUDJH·$JDLQLWZRXOGDSSHDU
WKDWWKHRXWFRPHZDVD¶OLEHUDO·RQHDOWKRXJKWKHUHZHUHPL[HGOREE\LQJHIIRUWVWKH
OHYHUDJH RI WKH ¶XVHUV· DQG LPSRUWHUV VHHP OLNH LW ZDV ODUJHU DQG WKHLU FDPSDLJQ
PRUH XQLILHG RQO\ D VXEVHFWLRQ RI WKH GLVWULEXWRUV OLQNHG WR IRUHLJQ (8 ILUPV
VXSSRUWHG PHDVXUHV ZKLOH WKH VHFWRUDO DVVRFLDWLRQ UHIXVHG WR FRPH IRUZDUG DQG
GRPHVWLFSURGXFWLRQZDVDEVHQW
:KDW OHVVRQV GRHV WKLV KROG IRU 'XWFK GHFLVLRQ PDNLQJ RQ DQWLGXPSLQJ PRUH
JHQHUDOO\"7KDWWKHRSHQHFRQRP\RI WKH1HWKHUODQGV LVXQOLNHO\ WRSURGXFHHLWKHU
VWURQJ RU XQLILHG SURWHFWLRQLVW OREE\LQJ DQG WKDW WKH OLEHUDO RXWORRN RI GHFLVLRQ
PDNHUV SROLWLFDO DQG DGPLQLVWUDWLYH ZLOO WHQG WR WLOW KHDYLO\ WRZDUGV UHMHFWLQJ
SURWHFWLYHPHDVXUHVHYHQLIOREE\LQJLVPRUHXQLILHG
7KLV ODWWHUUHPDUNWLHV LQZLWKDWKLUGFRXQWHUIDFWXDOZKDWLI WKHUHKDGEHHQVWURQJ
SURWHFWLRQLVW OREE\LQJ" $JDLQ , WKLQN WKDW WKH XVXDO UHVXOW ZRXOG KDYH EHHQ
XQFKDQJHG,ZRXOGFODLPWKDWWKHSUHIHUHQFHDQGWKHDJJUHJDWHHFRQRPLFSLFWXUH
FRQWUDPHDVXUHVLVVRVWURQJDQGWKHLQVLGHDFFHVVWR WKHH[HFXWLYHVRQDUURZWKDW




























E\ VNHWFKLQJ RXW WKH SROLWLFDOHFRQRPLFLQVWLWXWLRQDO FRQWH[W RI %HOJLXP EHIRUH




$JDLQ , XVH DQ HFOHFWLF FRPELQDWLRQ RI PDWHULDOV ZKLFK LV UHIHUUHG WR LQ YDU\LQJ
ZD\V DFDGHPLF VRXUFHV DQG LQWHUYLHZV DUH FLWHG LQ WKH WH[W SUHVV DUWLFOHV DUH
LQFOXGHG LQ WKH IRRWQRWHV 3DUOLDPHQWDU\ SLHFHV DUH UHIHUUHG WR XVLQJ WKH DUFKLYDO
V\VWHPRIWKHUHVSHFWLYHSDUOLDPHQWV)RU)ODQGHUVWKLVLVRIWKHIRUP¶&5,9&20








DQGHFRQRPLFV\VWHP7KHVWUXFWXUHRI WKLV FKDSWHU LVDV IROORZV , ILUVWGLVFXVV WKH
JHQHUDO FKDUDFWHULVWLFVRI WKH%HOJLDQSROLWLFDO V\VWHPDQGJLYHDELUG·VH\HYLHZRI









%HOJLXP LV D IHGHUDO VWDWH FRQVLVWLQJ RI WKUHH FRPPXQLWLHV DQG WKUHH UHJLRQV 7KH
FRPSHWHQFHVRI WKHVXEIHGHUDOHQWLWLHVKDYHVWURQJO\ LQFUHDVHGWKURXJKRXWDVHULHV
RI VWDWHUHIRUPV ZKLFK KDYH DOVR JLYHQ WKHP D ILUP KROG RYHU IRUHLJQ DQG WUDGH
SROLFLHV7KHVH DUHGLVFXVVHG LQPRUHGHWDLO LQ VHFWLRQ ,QP\ZRUN ,ZLOO EH
ODUJHO\ LJQRULQJWKHUROHVRI WKH%UXVVHOVUHJLRQDQGWKH*HUPDQFRPPXQLW\,ZLOO
WKXV EH IRFXVLQJ RQ WKH UROH RI )ODQGHUV WKH 'XWFK VSHDNLQJ FRPPXQLW\ DQG WKH
)OHPLVKUHJLRQVXEVXPHGXQGHURQHSDUOLDPHQWDQGJRYHUQPHQWDQG:DOORQLDWKH
)UDQFRSKRQH FRPPXQLW\ DQG WKH :DOORRQ UHJLRQ HDFK ZLWK WKHLU RZQ SDUWLDOO\
RYHUODSSLQJSDUOLDPHQWDQGJRYHUQPHQW
7KH SDUW\ V\VWHP LV IUDJPHQWHG ZLWK VHSDUDWH ¶WUDGLWLRQDO· VRFLDOGHPRFUDWLF
&KULVWLDQ GHPRFUDWLF DQG OLEHUDO DQG *UHHQ SDUWLHV RQ ERWK VLGHV 7KH ERQGV
EHWZHHQ WKHVH SDUWLHV KDV IXUWKHU ORRVHQHG LQ UHFHQW \HDUV DQG IHGHUDO FRDOLWLRQV
KDYHEHHQPRXQWHGZLWKRXWERWKKDOYHVRISDUWLFLSDWLQJ¶SDUW\IDPLOLHV·7KH37%LV

















DV:DOORRQSDUWLHV 7KH )OHPLVKJRYHUQPHQW LVXSKHOG E\ WKH )OHPLVKSDUOLDPHQW
WKH:DOORRQJRYHUQPHQWLVVXSSRUWHGE\WKH:DOORRQSDUOLDPHQWWKH)UDQFRSKRQH
FRPPXQLW\ JRYHUQPHQWE\ WKH )UHQFK FRPPXQLW\SDUOLDPHQW 7KHVH JRYHUQPHQWV
DUHDOOKHDGHGE\PLQLVWHUSUHVLGHQWVDQGKDYHDOODOZD\VEHHQFRDOLWLRQVRIPXOWLSOH
SDUWLHV
,Q WKH %HOJLDQ V\VWHP LQFOXGLQJ LQ WKH VXEHQWLWLHV WKH SDUOLDPHQWV DUH XVXDOO\
FRQVLGHUHG IDU ZHDNHU WKDQ WKH H[HFXWLYH LQ ODUJH SDUW EHFDXVH RI WKH GLVFLSOLQH
HQIRUFHGE\WKHSDUWLHV7KHURRPIRUPDQHXYHURILQGLYLGXDO03VLVYHU\VOLPDQG
WKHLU UROH LVVWURQJO\GHWHUPLQHGE\ WKHLU WDVN LQHLWKHUGHIHQGLQJRUFULWLFL]LQJ WKH







WKH SROLWLFDO DQG DGPLQLVWUDWLYH OHYHO ZKLFK SURYLGH LPSRUWDQW DQDO\WLFDO DQG
SROLWLFDO IRRWZRUN IRU WKHLU PLQLVWHUV 7KH FDELQHWV SOD\ D UROH LQ SUHSDULQJ DQG
DQDO\]LQJ SROLFLHV LQ LQWHUGHSDUWPHQWDO GHOLEHUDWLRQV LQ FRRUGLQDWLQJ ZLWK WKH
SDUOLDPHQW DQG WKHSDUWLHV DQG LQ FRQVXOWLQJZLWK DQG EHLQJ OREELHG E\ VRFLHWDO
VWDNHKROGHUV7KH\WKHUHIRUHSOD\DNH\UROHLQ%HOJLDQGHFLVLRQPDNLQJ,QWKLVWKH
%HOJLDQV\VWHPLVGLIIHUHQWIURPWKH1HWKHUODQGVZKHUHWKHUHLVDODUJHUUROHIRUWKH











9HUKRIVWDGW ,,, EXW WKLV UHPDLQHG OLWWOH PRUH WKDQ DQ LQWHULP JRYHUQPHQW ZLWK
OLPLWHGFRPSHWHQFHVDQGRQO\PLQLVWHUVDQGQR VWDWH VHFUHWDULHV ,WZDVDOVR WKH
ILUVW ¶DV\PPHWULF· IHGHUDO JRYHUQPHQW OLEHUDOV DQG &KULVWLDQ GHPRFUDWV RQ WKH





)OHPLVK VLGH OLEHUDOV &KULVWLDQ GHPRFUDWV DQG WKH 36 IURP :DOORQLD $IWHU DQ
LQVWLWXWLRQDO DJUHHPHQWZDV ILQDOO\ UHDFKHG/HWHUPH , ZDV IRUPHGZLWK WKH VDPH
SDUWLHV LQ 0DUFK  ,Q 'HFHPEHU KRZHYHU WKLV JRYHUQPHQW IHOO RYHU WKH
UHVROXWLRQRIDEDQN)RUWLV8QWLO1RYHPEHU%HOJLXPZDVWKHQOHGE\+HUPDQ
YDQ 5RPSX\ ZKR WKHQ ZHQW RQ WR KHDG WKH (XURSHDQ &RXQFLO 0HDQZKLOH
QHJRWLDWLRQV KDG FRQWLQXHG DQG HYHQWXDOO\ /HWHUPH ,, ZDV IRUPHG LQ 1RYHPEHU
ZLWKWKH36DQGERWKVLGHV·OLEHUDODQG&KULVWLDQGHPRFUDWLFSDUWLHV
,Q  WKHUHZHUH DOVR UHJLRQDOHOHFWLRQV ,Q)ODQGHUV WKH&'	9DQG19$ZHUH
YLFWRULRXVDQGWKH\IRUPHGDJRYHUQPHQWZLWKWKHVSDZKLFKZDVQRWLQWKHIHGHUDO
JRYHUQPHQW KHDGHG E\PLQLVWHUSUHVLGHQW 3HHWHUV 7KH SUHYLRXV JRYHUQPHQW KDG
EHHQIRUPHGE\&'	919$2SHQ9/'DQGVSD,Q:DOORQLDWKH36FG+FDELQHW
WKDWKDGEHHQLQSRZHUVLQFHZDVMRLQHGE\(FRORIRUPLQJ'HPRWWH,,
7KHUH ZHUH DJDLQ IHGHUDO HOHFWLRQV LQ -XQH  DIWHU D FDPSDLJQ WKDW ZDV RQFH
PRUHIRFXVHGRQLVVXHVRIFRPSHWHQFHDQGIHGHUDOLVP19$ZDVQRZWKHGRPLQDQW
SDUW\LQ)ODQGHUVZKLOH:DOORQLD·V36DJDLQEHFDPHLWVUHJLRQ·VSULPXVZLWKRI
WKH HOHFWRUDWH7KHVH FRQIOLFWLQJ UHVXOWV OHG WR WKH ORQJHVW JRYHUQPHQW IRUPDWLRQ LQ
%HOJLDQKLVWRU\ODVWLQJIRUGD\V7KLVPHDQWWKDWWKHFDUHWDNHUJRYHUQPHQW·VUROH
ZDV JUDGXDOO\ H[SDQGHG VLQFH LW KDG WR GHDO ZLWK XUJHQW EXGJHWDU\ DQG
VRFLRHFRQRPLFLVVXHVLQWKHFRQWH[WRIWKH(XURFULVLV(YHQWXDOO\DQDJUHHPHQWZDV
IRXQG RQ WKH FRPSHWHQFHUHODWHG LVVXHV EXW WKLV VWLOO OHIW GLIILFXOW WDONV RQ VRFLR
HFRQRPLFWKHPHV'L5XSR,ZDVILQDOO\IRUPHGZLWK&'	9VSD2SHQ9/'&'+
36DQG05RQ 'HFHPEHU  ,W HQDFWHG%HOJLXP·V VL[WK UHIRUPRI WKH VWDWH DV
ZHOODVVRFLRHFRQRPLFSROLFLHVWKDWFRPELQHGDXVWHULW\PHDVXUHVZLWKOLEHUDOOHDQLQJ
UHIRUPV
7KH IHGHUDO UHJLRQDO DQG (XURSHDQ HOHFWLRQV RI  IRFXVHG RQ VRFLRHFRQRPLF
LVVXHVUDWKHUWKDQRQWKHTXHVWLRQRIFRPSHWHQFHVEXWLWZDVVWLOOXQH[SHFWHGWKDWWKH
19$ZKLFKDJDLQZDVYLFWRULRXVUHDFKLQJKLVWRULFKHLJKWVRIGHFLGHGWRSXW
LWV FRUH UDLVRQ G·rWUH RQ KROG LQ IDYRU RI ¶HFRQRPLF UHFRYHU\· $IWHU  GD\V RI
QHJRWLDWLQJ0LFKHO,ZDVIRUPHG,WZDVDJDLQDV\PPHWULFJURXSLQJWKH19$DQG
WKH OLEHUDO SDUWLHV IURP ERWK VLGHV EXW RQO\ WKH )OHPLVK &KULVWLDQGHPRFUDWV
0RUHRYHU LWGLGQRW UHSUHVHQWDPDMRULW\RI:DOORRQYRWHUV VLQFH WKH05ZDV WKH
RQO\ )UDQFRSKRQH SDUW\ SUHVHQW:KLOH0LFKHO ,ZDV WKH ILUVW %HOJLDQ JRYHUQPHQW
ZLWKRXW:DOORRQVRFLDOLVWV LQRYHU\HDUV WKH36ZDVVWLOOSUHVHQW LQ WKHUHJLRQDO
JRYHUQPHQWV 0DJQHWWH , DQG 'HPRWWH ,,, WRJHWKHU ZLWK FG+ 7KHUH ZDV PRUH








ULJKW LQVRFLRHFRQRPLFVHQVHEXWDOVRRQRWKHUGLPHQVLRQV LQ)ODQGHUVZLWK WKH

 ,H WKH PLQLVWHUSUHVLGHQF\ RI WKH :DOORRQ UHJLRQ DQG WKH FRPPXQLW\ ZHUH DJDLQ VSOLW DOWKRXJK WKH




ULVH RI WKH FHQWHUULJKW )OHPLVKQDWLRQDOLVWV 19$ ,Q :DOORQLD WKH OHIW KDV IDUHG
EHWWHUDQGWKHSDUW\ODQGVFDSHKDVVRIDUQRWVHHQWKHNLQGRIVKDNHXSVZLWQHVVHGLQ
WKHQRUWK$VWKLVFRPSOLFDWHGWKHFUHDWLRQRIIHGHUDOJRYHUQPHQWV%HOJLXPKDVJRQH





+RZ DUH VRFLHWDO LQWHUHVWV RUJDQL]HG LQ %HOJLXP" 7KURXJKZKDW FKDQQHOV GR WKH\
XVXDOO\ FRQIHU ZLWK GHFLVLRQPDNHUV" 7UDGLWLRQDOO\ %HOJLDQ VRFLHW\ KDV EHHQ
¶SLOODUL]HG· ZLWK DQ DVVRFLDWLRQDO OLIH WKDW ZDV KHDYLO\ VHFWLRQDOL]HG EXVLQHVV




7RGD\ WKHVH FRQVWUDLQWV KDYH EHHQ ORRVHQHG DQG WKH V\VWHP KDV EHFRPH PRUH
SOXUDOLVW DOWKRXJK VSHFLDO UHODWLRQVKLSV FRQWLQXH WR H[LVW DQG SROLWLFLDQVPD\ VWLOO
FDUU\WKH¶VWDPS·RIDFHUWDLQVHFWLRQRI%HOJLXP·VFURVVFXWWLQJFOHDYDJHV
%HOJLDQ EXVLQHVV LV RUJDQL]HG ERWK VHFWRUDOO\ DQG UHJLRQDOO\ 7KH ELJ
LQWHUSURIHVVLRQDO IHGHUDWLRQ LV WKH 9HUERQG YDQ %HOJLVFKH 2QGHUQHPLQJHQ
)pGpUDWLRQGHV(QWUHSULVHV%HOJHV9%2XQGHUZKLFKDVHULHVRIVHFWRUDOIHGHUDWLRQV
UHVRUW ZKLFK DW WLPHV IXUWKHU EUHDN GRZQ LQWR VXEVHFWRUDO RUJDQL]DWLRQV ,Q
DGGLWLRQ WKHUH DUH WKH UHJLRQDO IHGHUDWLRQV92.$DQG WKH8:( 8QLRQ:DOORQQH
GHV (QWUHSULVHV ZKLFK RUJDQL]H WKHLU UHJLRQ·V ILUPV DW WKH VXSUDVHFWRUDO OHYHO
)LQDOO\ WKHUH DUH WKH GHGLFDWHG RUJDQL]DWLRQV RI WKH VPDOO DQG PHGLXPVL]HG
HQWHUSULVHV60(VWKHVHGRQ·WKDYHDIHGHUDORUJDQL]DWLRQRQO\WZRUHJLRQDORQHV





WKH VRFLDOLVW $%99 DUH WKH ELJJHVW RQHV $JDLQ WKHVH DUH RUJDQL]HG ERWK DW WKH
IHGHUDO OHYHO EXW DOVR DFURVV VHFWRUDO DQG ODQJXDJH OLQHV )RU H[DPSOH WKH $%99















FRDOLWLRQ KDV DOVR DFTXLUHG VRPH LQVWLWXWLRQDOL]HG DFFHVV WR WKH JRYHUQPHQW·V
FRQVXOWDWLRQV VHH EHORZ 1H[W WKHUH LV WKH FRQVXPHUV· RUJDQL]DWLRQ 7HVW
$DQNRRS7HVW$FKDWV RQHRI WKH IHZUHPDLQLQJXQLWDU\RUJDQL]DWLRQVZLWKDERXW
  PHPEHUV  7KLUGO\ DV SDUW RI WKH WUDGLWLRQDO VRFLRHFRQRPLFFRQIHVVLRQDO
SLOODUVWKHUHDUHILYHKHDOWKIXQGV¶PXWXDOLWHLWHQ·ZKLFKSOD\DQLPSRUWDQWSDUWLQ
WKH DGPLQLVWUDWLRQ RI KHDOWK LQVXUDQFH DQG VHUYLFHV 7KH ELJJHVW &KULVWLDQ KHDOWK
IXQGKDVRYHUPLOOLRQPHPEHUV WRJHWKHUZLWK WKH WUDGHXQLRQVDQGDQXPEHURI
RWKHURUJDQL]DWLRQVLW·VXQLWHGLQWKH&KULVWLDQHPSOR\HHV·PRYHPHQW%HZHJLQJQHW
FDOOHG $&: XQWLO  )LQDOO\ DSDUW IURP PRUH PLQRU JURXSV ZKLFK ZH ZLOO
GLVFXVVLQWKH&(7$FDVHVWXG\WKHUHDUHDQXPEHURIHQYLURQPHQWDORUJDQL]DWLRQV
ELJ LQWHUQDWLRQDOJURXSV OLNH*UHHQSHDFHDQG WKH::)EXWDOVR WKH)OHPLVK%RQG
%HWHU/HHIPLOLHXDQGWKH)UDQFRSKRQH,QWHU(QYLURQQHPHQW:DOORQQH7KHVHJURXSV
DJDLQEDQGHGWRJHWKHULQDFURVVFXWWLQJIRUPDWLRQWKH&OLPDWH&RDOLWLRQDORQJZLWK


















7KH %HOJLDQ VWDWH KDV EHHQ FDWHJRUL]HG DV ¶QHRFRUSRUDWLVW· WR LQGLFDWH WKH
LQVWLWXWLRQDOL]HGUROHRILQWHUHVWJURXSVLQGHFLVLRQPDNLQJ7KLVLVPRVWSURQRXQFHG
LQ UHODWLRQ WR VRFLRHFRQRPLF GHFLVLRQPDNLQJ DQG WKH PDQDJHPHQW RI UHODWLRQV
EHWZHHQFDSLWDODQGODERUZKHUH¶UHSUHVHQWDWLYH·HPSOR\HUV·RUJDQL]DWLRQVDQGWUDGH
XQLRQVSOD\ DQ LPSRUWDQW DQG IRUPDOO\ HQJUDLQHG UROH 'HVWURRSHU 'HYRV	
+XPEOHW  )UDXVVHQ %H\HUV 	 'RQDV  7KHUH KDV EHHQ DQ DWWHPSW WR
UHSURGXFH WKHVH WULSDUWLWH DQG ELSDUWLWH LQVWLWXWLRQV DW WKH UHJLRQDO OHYHO KHUH WRR
HPSOR\HUVXQLRQVDQGWKHVWDWHFDQGLVFXVVDQGQHJRWLDWHRYHUVRFLDODQGHFRQRPLF
DIIDLUV$FFRUGLQJ WR/X\WHQ VLPLODU WR WKH'XWFK FDVH VHH  %HOJLDQ VRFLR
HFRQRPLF SROLF\PDNLQJ KDV EHHQ LQFUHDVLQJO\ GRPLQDWHG E\ D GLVFRXUVH RI
FRPSHWLWLYHQHVV ZLWK D JURZLQJ IRFXV RQ ZDJHFRVWV RYHU SURGXFWLYLW\ DQG
UHGLVWULEXWLRQ 7KH UROH RI WKH VWDWH LQ WKH VWDWH DQG WKH (8 LQ HQIRUFLQJ FHUWDLQ




7KLV QHRFRUSRUDWLVW V\VWHP ZDV RULJLQDOO\ FORVHG WR JURXSV IURP RXWVLGH WKH
¶UHSUHVHQWDWLYH·SHDNRUJDQL]DWLRQV,QDGGLWLRQSROLF\PDNHUVWHQGHGWRUHO\RQWKH
LQSXW IURP PHPEHUV RI WKHLU RZQ ¶SLOODU· IXUWKHU UHGXFLQJ DFFHVV ,Q WKH SDVW
GHFDGHV %HOJLDQ LQWHUHVW UHSUHVHQWDWLRQ KDV WR VRPH H[WHQW RSHQHG XS KRZHYHU
EHFRPLQJVOLJKWO\PRUHSOXUDOLVW7KLVKDV WRGRZLWK WKHGHFOLQHRI WKHSLOODUVEXW
DOVR ZLWK WKH VWURQJ RI VWDWHUHIRUPV ZKLFK KDYH LQFUHDVHG WKH QXPEHU RI DFFHVV
SRLQWV WR H[HFXWLYH DFWRUV ZKRVH FRPSHWHQFHV RIWHQ RYHUODS 'HVWURRSHU 
)UDXVVHQ HW DO  7KH VWDWH UHIRUPV KDYH DOVRPDGH LW PRUH GLIILFXOW IRU FLYLO
VHUYDQWVZKRLQ%HOJLXPRIWHQVHUYHLQDVLPLODUSRVWIRUPDQ\\HDUVUHGXFLQJWKHLU
GHSHQGHQFH RQ RXWVLGH LQSXW WR VHH WKH ELJJHU SLFWXUH PDNLQJ WKHP PRUH
VXVFHSWLEOH WRJURXSVZLWKLVVXHVSHFLILFH[SHUWLVH 'HVWURRSHU+RZHYHU WKH
OLPLWHG DPRXQW RI UHVHDUFK RQ WKLV LVVXH IRFXVHG RQ FRPPLWWHH UHSUHVHQWDWLRQ LQ
)ODQGHUV VWLOO LQGLFDWHV WKDW WKH V\VWHPRI LQWHUHVWUHSUHVHQWDWLRQ UHPDLQV IDUPRUH
RSHQ WR ELJ XPEUHOOD RUJDQL]DWLRQV ZLWK ORWV RI VWDII LH WKH WUDGLWLRQDO
QHRFRUSRUDWLVWSOD\HUVVWLOOKDYHDQLPSRUWDQWIRRWLQWKHGRRU,QSDUWWKLVLVEHFDXVH
RI WKH VWDWH·V UHOLDQFH RQ ¶FRPPLWWHH· JRYHUQDQFH ZKHUH D VPDOO JURXS RI XVXDO
VXVSHFWVPHHWVIRU\HDUVRQHQGLQVSHFLDOL]HGJDWKHULQJV'HVWURRSHU)UDXVVHQ
HW DO  'HVWURRSHU IXUWKHUPRUH DUJXHV WKDW WKHPXOWLOD\HUHG %HOJLDQ V\VWHP
OHQGVLWVHOIZHOO IRUUHYROYLQJGRRUVG\QDPLFVEXWWKLVKDVQHYHUEHHQLQYHVWLJDWHG
HPSLULFDOO\'HVWURRSHU
0RUH VSHFLILFDOO\ LQ UHODWLRQ WR (8 DIIDLUV %H\HUV HW DO  ILQG WKDW EXVLQHVV
LQWHUHVWV DQG ODERU DUH KLJKO\ DZDUH RI (8DIIDLUV EXW WKDW WKH XQLRQV KDYH QRW
GHYHORSHG PXFK (8RULHQWHG DFWLYLWLHV ZKLOH PDQ\ 1*2V DQG EXVLQHVV
RUJDQL]DWLRQVKDYH$OODUHYHU\ZHOOQHWZRUNHGDWWKH(8OHYHOUHSUHVHQWDWLYHVRU
IRUPHUPHPEHUVRI%HOJLDQEXVLQHVVDQGODERUSOD\LPSRUWDQWUROHLQWKHLU(XURSHDQ
IHGHUDWLRQV DQG WKHLU OREE\LQJ RQ (8 LVVXHV KDV LQFUHDVLQJO\ RFFXUUHG WKURXJK
%UXVVHOV· FKDQQHOV EXW WKH QDWLRQDO OHYHO UHPDLQVRIJUHDW LPSRUWDQFH (YHQDW WKH
¶(8· OHYHO WKH\ PRVWO\ WDON WR QDWLRQDO 0(3V DQG PHPEHUV RI WKH SHUPDQHQW
UHSUHVHQWDWLRQ'HVWURRSHUVLPLODUO\DUJXHVWKDWWKHUHLVIDUOHVV(8RULHQWHGDFWLYLW\
WKDQRQHPLJKWH[SHFWJLYHQWKDWWKH(8LQVWLWXWLRQVDUHVRFORVHE\EHFDXVHPRVW
%HOJLDQ RUJDQL]DWLRQV DUH DOUHDG\ YHU\ZHOO QHWZRUNHG DW WKH VXEQDWLRQDO OHYHOV
'HVWURRSHU  *URXSV· OREE\LQJ LQ (8 DIIDLUV LV KHDYLO\ IRFXVHG RQ WKH
H[HFXWLYHQRWDEO\WKHVHFWRUDO· UDWKHUWKDQWKH¶OLQH·PLQLVWULHV HJDJULFXOWXUHDQG

















VHUYLFHV UHSUHVHQWHG DERXW KDOI RI %HOJLDQ SURGXFWLRQ SXEOLF VHUYLFHV LQFOXGLQJ
GHIHQFHDQGSXEOLFDGPLQLVWUDWLRQILOOHGXSWKHUHPDLQLQJ0RVWHPSOR\PHQWLV
LQ SULYDWH VHUYLFHV  LQ  DQG SXEOLF VHUYLFHV  IROORZHG E\ LQGXVWU\
 DQG DJULFXOWXUH  $OWKRXJK WKH ODUJHVW FRUSRUDWLRQV ! HPSOR\HHV
HPSOR\HGRIDOOZRUNHUVDQGSURGXFHGRIYDOXHDGGHGLQRIDOO
%HOJLDQILUPVHPSOR\HGOHVVWKDQSHRSOHDQGRQO\KDVPRUHWKDQZRUNHUV
60(V  HPSOR\HHV SOD\ DQ LPSRUWDQW SDUW LQ WKH ODERXU PDUNHW  RI DOO
HPSOR\HHV KDG IHZHU WKDQ  FROOHDJXHV DV ZHOO DV IRU %HOJLXP·V *'3 VRXUFH
1%%VWDW
6RPHRI WKHELJJHVW LQGXVWULDOHPSOR\HUV LQFOXGH WKHPHWDO LQGXVWU\ WKRXVDQG
HPSOR\HHV LQ  WKH SURFHVVHG IRRG LQGXVWU\  WKRXVDQG DQG FKHPLFDOV DQG




%HOJLXP SDUWLFXODUO\ LQ)ODQGHUV LQ  LW UHSUHVHQWHGRI LQGXVWULDO H[SRUWV
DQGRILQGXVWULDOHPSOR\PHQW,QWKHSULYDWHVHUYLFHVVHFWRUVL]HDEOHVXEVHFWRUV
LQFOXGHG WUDQVSRUW DQG ORJLVWLFV HPSOR\LQJ  WKRXVDQG SHRSOH LQ 
GLVWULEXWLRQWKRXVDQGDQGDFFRPPRGDWLRQOHLVXUHIRRGVHUYLFHDFWLYLWLHV
WKRXVDQG 7KH ILQDQFLDO LQGXVWU\ LV DOVR D ELJ SOD\HU  WKRXVDQG HVSHFLDOO\ LQ
EDQNVDQGLQVXUDQFHDOWKRXJKWKHUHKDYHEHHQOD\RIIVVLQFHWKHFULVLV¶6RFLDOSURILW·
VHUYLFHVHJHGXFDWLRQFDUHIRUWKHHOGHUO\KDYHERRPHGLQWKHSDVWGHFDGH
 DQG FXUUHQWO\ HPSOR\ RYHU KDOI D PLOOLRQ ZRUNHUV ,Q DJULFXOWXUH WKH
GZLQGOLQJ DPRXQW RI DJULFXOWXUDO HQWHUSULVHV IHZHU WKDQ  WKRXVDQG LQ 
LQFUHDVLQJO\ VSHFLDOL]H LQ D VSHFLILF VXEVHFWRU SULPDULO\ OLYHVWRFN IDUPLQJZKLOVW
VWHDGLO\H[SDQGLQJWKHVFDOHDQGWHFKQRORJ\LQWHQVLW\RIWKHLURSHUDWLRQ3RUNPLON








LW WKHQ RXWSHUIRUPHG WKH UHVW RI WKH (XUR]RQH ² ILUVW E\ VKULQNLQJ OHVV WKDQ LWV
QHLJKERUV ODWHU E\ UHFRYHULQJ IDVWHU UHDFKLQJ LWV SUHFULVLV *'3 LQ 
8QHPSOR\PHQWUHPDLQHGODUJHO\VWDEOH1%%<HWWKHHQGXULQJILQDQFLDOFULVLV
VHYHUDOODUJHILQDQFLDOLQVWLWXWLRQVKDGWREHUHVFXHGIXUWKHUDJJUDYDWHGWKHDOUHDG\
ZRUU\LQJ JRYHUQPHQW GHEW*'3 UDWLR 7KLV OHG WR D VHULHV RI EXGJHWDU\ FXWV DQG
ILVFDOUHIRUPVDIWHUEULQJLQJGRZQWKHGHILFLWWRURXJKO\RI*'3LQ
2(&'  7KLV DJJUHJDWH SLFWXUH KLGHV VRPH ELJ UHJLRQDO GLIIHUHQFHV 7KH
VZLWFKLQHFRQRPLFIRUWXQHVRI)ODQGHUVDQG:DOORQLDWKHZHDOWKLHUUHJLRQSULRUWR
WKH V FRQWLQXHV WR WKLVGD\ LQ XQHPSOR\PHQW LQ)ODQGHUVZDVRQO\ 
ZKLOHLWZDVLQ:DOORQLD)ODQGHUVPRUHRYHUWDNHVXSRI%HOJLDQH[SRUWV
DQGDOVRKRXVHVPRVWVHUYLFHVHVSHFLDOO\WKRVHWKDWDUHGLUHFWO\UHODWHGWRWUDGHDQG
ORJLVWLFV 7KH PRVW H[SRUWGULYHQ DJULFXOWXUDO RSHUDWLRQV DUH LQ WKH QRUWK RI WKH
FRXQWU\DVZHOOVRXUFH1%%VWDW
 
,Q  %HOJLXP ZDV WKH WK ODUJHVW H[SRUWLQJ QDWLRQ LQ WKH ZRUOG JRRGV 	
VHUYLFHVDOWKRXJKLWVVKDUHRIJOREDOPDUNHWVKDVEHHQGZLQGOLQJIRU\HDUV7KH
¶.2) ,QGH[ RI *OREDOL]DWLRQ· UDQNV %HOJLXP DV WKH QLQWK PRVW HFRQRPLFDOO\
JOREDOL]HG VWDWH ZRUOGZLGH DQG WKH FRXQWU\ KDV DOVR SHUIRUPHG YHU\ ZHOO LQ WKH
WUDGHUHODWHG 'RLQJ %XVLQHVV LQGLFDWRUV SXEOLVKHG E\ WKH:RUOG %DQN VKDULQJ LWV
ILUVW SODFH ZLWK VWDWHV VXFK DV 'HQPDUN DQG WKH 1HWKHUODQGV 'UHKHU *DVWRQ 	
0DUWRQV :RUOG %DQN 0RVW RI LWV FRPPHUFH LV LQWUD(8 QRWDEO\ZLWK
*HUPDQ\)UDQFHWKH1HWKHUODQGVWKH8.DQG,WDO\,WVIRUHPRVWH[WUD(8PDUNHWV
LQDUHWKH86,QGLD&KLQD7XUNH\DQG6ZLW]HUODQG7KHLPSRUWDQFHRIQRQ
(8PDUNHWV KDV EHHQ JURZLQJ LQ UHFHQW \HDUV QRWDEO\ZLWK WKH %5,&6 FRXQWULHV
DOWKRXJK LQ  WKH(8 UHJDLQHG VRPHRI LWV VKDUH JURZLQJ IURP WR  LQ














































YDOXHDGGHG LVDPRQJ WKHKLJKHVW LQ WKH(8DW WZR WKLUGVZKLOH WKH VKDUHRI ILQDO
SURGXFWVLVDPRQJWKHORZHVW'K\QH	'XSUH]
$QLPSRUWDQWSDUWRI%HOJLDQHPSOR\PHQWDQG*'3LVGHSHQGHQWRQWUDGH²PRVWO\
ZLWK LWV QHLJKERXUV EXW LQFUHDVLQJO\ DOVR ZLWK QRQ(8 FRXQWULHV )RU H[DPSOH
DFFRUGLQJ WR FDOFXODWLRQV E\ WKH (XURSHDQ &RPPLVVLRQ LQ  DERXW  RI DOO
HPSOR\PHQWLQ%HOJLXPZDVVXSSRUWHGE\(8H[SRUWVWRQRQ(8FRXQWULHVVRPH
SHUFHQWDJHSRLQWVDERYHWKH(XURSHDQDYHUDJHXSIURPLQ7KUHHTXDUWHUV
RI WKHVH MREVZHUH LQVHUYLFHVRQO\ZDV LQPDQXIDFWXULQJ DQGWZLFH WKH
(XURSHDQDYHUDJHZDVOLQNHGWR(8WUDGHZLWKWKH867RWDOYDOXHDGGHGJHQHUDWHG
LQ%HOJLXPE\(8H[SRUWVWRWKHUHVWRIWKHZRUOGKDVLQFUHDVHGE\VLQFH
DQG WKLVH[SRUWGHSHQGHQW VKDUH LQYDOXHDGGHGKDV LQFUHDVHG IURPWR LQ
$ERXWRIDOOYDOXHDGGHGHPEHGGHGLQ%HOJLDQH[SRUWVLVIURPDQRQ(8
VRXUFH DQRWKHU LQGLFDWLRQ RI WKH H[WHQW WR ZKLFK %HOJLDQ FRPSHWLWLYHQHVV LV
GHSHQGHQW RQ WKH SULFH DQG TXDOLW\ RI LPSRUWV $UWR 5XHGDFDQWXFKH $PRUHV 	
'LHW]HQEDFKHU
7KH WUDGH SHUIRUPDQFH RI %HOJLXP PHDVXUHG XVLQJ WKH ¶QDWLRQDO FRQFHSW· RI WKH
1DWLRQDO%DQNZKLFKH[FOXGHVUHH[SRUWVKDVEHHQPL[HGLQWKHSDVWGHFDGH$IWHU





 RQ ,Q WKH ILUVW TXDUWHU RI  WKHUH ZDV D VOLJKW VXUSOXV RI ½ PLOOLRQ
$FFRUGLQJWRWKH81·V0HUFKDQGLVH7UDGH&RUUHODWLRQ,QGH[ZKLFKGRHVLQFOXGHUH
H[SRUWV %HOJLXP·V PRVW LPSRUWDQW FRPSHWLWRUV DUH VLWXDWHG ZLWKLQ WKH (8
%HOJLXP·V H[SRUW SURILOH LVPRVW VLPLODU WR WKDW RI WKH1HWKHUODQGV 6SDLQ )LQODQG
DQG *HUPDQ\ ,Q UHFHQW \HDUV KRZHYHU WKHUH KDV EHHQ LQFUHDVLQJ SUHVVXUH IURP
$VLDQ HFRQRPLHV QRWDEO\ .RUHD &KLQD -DSDQ DQG 6LQJDSRUH VRXUFHV 81&7$'
1%%VWDW
%HOJLDQLQGXVWULDOJRRGVDUHWUDGHGSUHGRPLQDQWO\ZLWKWKH(8DERXWLQ
WRSSDUWQHUV LQFOXGH*HUPDQ\ )UDQFH WKH1HWKHUODQGV DQG WKH8. ,Q LPSRUWV DV
ZHOO DV H[SRUWV WKH UROH RI QRQ(8 FRXQWULHV LV VWLOO OLPLWHG LQ  RQO\  RI
LQGXVWULDO H[SRUWV KDLOHG IURP &KLQD IRU H[DPSOH 7KH 86 UHPDLQV WKH GRPLQDQW
H[WUD(8 SDUWQHU FODLPLQJ RQH WHQWK RI LQGXVWULDO LPSRUWV DQG  RI H[SRUWV ,Q
WHUPVRIFRPSRVLWLRQFKHPLFDOVWRSERWKH[SRUWVDQGLPSRUWVIROORZHG
E\ PDFKLQHU\   DQG DXWRPRELOHV DQG RWKHU WUDQVSRUW HTXLSPHQW 
 6HUYLFHV UHSUHVHQWHG  RI WRWDO %HOJLDQ H[SRUWV LQ  ZKLFK LV TXLWH
VL]HDEOH FRPSDUHG WR RWKHU (XURSHDQ FRXQWULHV 7KH\ DUH PRVWO\ WUDGHG ZLWK WKH
(XURSHDQPDUNHWLQDOWKRXJKDJDLQWKHVKDUHRIH[SRUWVWRWKH86
LQ  LV VLJQLILFDQW 7UDGH ZLWK WKH %5,&V KDV LQFUHDVHG VRPHZKDW LQ WKH SDVW
GHFDGH EXW VWLOO UHPDLQV PDUJLQDO  LQ  ,Q OLQH ZLWK WKH RSHQQHVV DQG
ORJLVWLFDOO\IDYRXUDEOHSRVLWLRQRILWVHFRQRP\%HOJLXPSHUIRUPVSDUWLFXODUO\ZHOOLQ
WUDGHUHODWHG RU VXSSRUWLQJ VHFWRUV WUDQVSRUW FRPPXQLFDWLRQ DQG ORJLVWLFV






,Q DJULFXOWXUH DQG IRRGV %HOJLXP·V QHLJKERXUV DUH WKH PRVW LPSRUWDQW WUDGLQJ
SDUWQHUV,W LPSRUWVDERXWRIDJURJRRGVIURPWKHVHFRXQWULHVDQGWKH\UHFHLYH
 RI H[SRUWV LQ  7KH UHVW RI LWV LPSRUWV  DUH GUDZQPRVWO\ IURP
RXWVLGH RI WKH (8 DQG FRQVLVW PRVWO\ RI JRRGV OLNH VR\ SDOPRLO FRIIHH DQG
FKRFRODWH 2WKHU PDMRU DJULFXOWXUDO H[SRUWPDUNHWV LQFOXGH WKH UHVW RI WKH (8
WUDGHZLWKWKH%5,&VDQGWKH86UHPDLQVPLQRU3ODWWHDX9DQ
*LMVHJKHP 	 9DQ %RJDHUW  %HOJLXP LV QRW DQ LQVLJQLILFDQW SOD\HU LQ WKHVH
JRRGVWDNLQJXSDILIWKSODFHLQWKH(8·VWRWDODJULFXOWXUDOH[SRUWVZLWKLQ
,WVSURGXFWVKDYHSHUIRUPHGTXLWHZHOO LQ UHFHQW \HDUV WKH WUDGHEDODQFHKDVEHHQ
SRVLWLYH DQG%HOJLXP LQ  KDG WKH VL[WKODUJHVW VXUSOXV LQ WKH (8 7KH%HOJLDQ
IRRGLQGXVWU\ LQ SDUWLFXODU KDV EHFRPH LQFUHDVLQJO\ WUDGHRULHQWHG ZLWK H[SRUWV
JHQHUDWLQJ DURXQG  RI LWV UHYHQXH LQ  7KH GDLU\ SURGXFWV UHSUHVHQW WKH




HFRQRP\ ,Q  %HOJLXPKDG WKH WK KLJKHVW VWRFN RI LQZDUG)', WR*'3 UDWLR
 WKH UDWLRRIRXWZDUG)',WR*'3ZDV$IWHU FRQWUROOLQJ IRUFDSLWDO LQ
WUDQVLW%HOJLXP·VSRVLWLRQEHFRPHVVLPLODUWRWKDWRIWKH(XUR]RQHDYHUDJHEXWLWV
GHJUHH RI ILQDQFLDO RSHQQHVV LV QRQHWKHOHVV KLJK $PRQJ GHYHORSHG HFRQRPLHV
%HOJLXPVWLFNVRXWEHFDXVHLWLVVWLOOUHFHLYLQJPRUH)',WKDQVHQGLQJRXW'XSUH]	
9DQ1LHXZHQKX\]H ,Q WKHYDVWPDMRULW\RI%HOJLDQ)',ZDVORFDWHG LQ
(XURSH IROORZHG E\ 1RUWK $PHULFD FRXQWU\ZLVH LWV WRS UHFLSLHQWV ZHUH
/X[HPERXUJWKH1HWKHUODQGV)UDQFHWKH86DQG*HUPDQ\
$OWKRXJK RQO\ D YHU\ VPDOO DPRXQW RI ILUPV RSHUDWLQJ LQ %HOJLXP DUH
PXOWLQDWLRQDOV WKHVH DFFRXQW QRW RQO\ IRU WKHEXON RI %HOJLDQ WUDGH H[SRUWV DQG
LPSRUWVEXWDOVRSURGXFHQHDUO\KDOIRIDOOYDOXHDGGHGDQGHPSOR\DERXWDWKLUG
RI SULYDWH VHFWRUZRUNHUV 7KH EXON RI WKHVH FRPSDQLHV DUH IURPZLWKLQ WKH(8
 LQ  EXW WKH 8QLWHG 6WDWHV UHPDLQHG WKH ELJJHVW LQGLYLGXDO FRXQWU\ WR
LQYHVWLQ%HOJLXP²ERWKLQWHUPVRISHUVRQVHPSOR\HGRIHPSOR\PHQWLQQRQ
%HOJLDQPXOWLQDWLRQDOV QXPEHU RI HQWHUSULVHV  DQG SURGXFWLRQ YDOXH 
7KHRQO\RWKHUQRQ(8FRXQWU\RIVRPHVLJQLILFDQFHZDV -DSDQZKLFK UHSUHVHQWHG
URXJKO\  RI WKH VDPH LQGLFDWRUV 7KH ODUJH PDMRULW\ RI WKHVH ILUPV KDYH EHHQ
RSHUDWLQJ LQ%HOJLXP IRU RYHU WHQ \HDUV DQG WKH\ DUH DFWLYH LQ VHUYLFHV DVZHOO DV
PDQXIDFWXULQJ'K\QH	'XSUH]
$JDLQWKHUHDUHELJGLIIHUHQFHVZLWKLQ%HOJLXP,QRIWRWDO%HOJLDQWUDGH
LPSRUWV DQG H[SRUWV ZDV WDNHQ XS E\ )ODQGHUV DQG  RI DOO H[WUD(8 WUDGH
























































































































































































































































































































































































































































































































































































































































































































































ϮϬϬϮ ϮϬϬϯ ϮϬϬϰ ϮϬϬϱ ϮϬϬϲ ϮϬϬϳ ϮϬϬϴ ϮϬϬϵ ϮϬϭϬ ϮϬϭϭ ϮϬϭϮ
KƵƚŐŽŝŶŐŝŶǀĞƐƚŵĞŶƚ&ůŽǁƐͲϮϬϭϬͲDŝůůŝŽŶŽůůĂƌƐ͘^ŽƵƌĐĞ͗hEd

















































,Q KLV KLVWRU\ RI %HOJLDQ IRUHLJQ SROLF\ 5LN &RROVDHW GLVWLQJXLVKHV WZR ¶YLWDO·
LQWHUHVWV WKDW KDYH GULYHQ %HOJLXP·V EHKDYLRU RQ WKH ZRUOG VWDJH HYHU VLQFH LWV
LQGHSHQGHQFH WKH LQWHUZRYHQ JRDOV RI SURWHFWLQJ WKH VWDWH·V SROLWLFDO DXWRQRP\
PRVWO\ IURP EHLQJ GRPLQDWHG E\ LWV ODUJH QHLJKERUV DQG LQFUHDVLQJ HFRQRPLF
SURVSHULW\ 6LQFH WKH HQG RI WKH 6HFRQG:RUOG:DU WKLV KDV WUDQVODWHG LQWR WKUHH
VWUDWHJLF SLOODUV VXSSRUWLQJ PXOWLODWHUDOLVP SURPRWLQJ WKH EURDGHQLQJ DQG
GHHSHQLQJ RI (XURSHDQ LQWHJUDWLRQ DQG SURWHFWLQJ %HOJLXP·V HFRQRPLF DQG
FRPPHUFLDO LQWHUHVWV 7KH ODWWHU ¶SLOODU· RIWHQ WUDQVODWHG LQWR D SURWHFWLRQ RI UXOH
JXLGHG IUHH WUDGH DQG H[SRUW SURPRWLRQKDVEHHQSDUWLFXODUO\ GRPLQDQW0XFKRI
%HOJLDQIRUHLJQSROLF\LQIDFWERLOHGGRZQWRHFRQRPLFGLSORPDF\ZLWKDSDUWLFXODU
RULHQWDWLRQ WRZDUGV LWV LPPHGLDWH :HVWHUQ(XURSHDQ VXUURXQGLQJV 7KLV JHQHUDO
WHQGHQF\ KDV DJDLQ EHHQ UHLQIRUFHG VLQFH WKH V DW WKH IHGHUDO DV ZHOO DV WKH
UHJLRQDO DGPLQLVWUDWLRQV DWWUDFWLQJ LQYHVWRUV DQG VXSSRUWLQJ LQWHUQDWLRQDO H[SRUWV
KDYHEHHQDWWKHIRUHIURQWRISROLF\&RROVDHW
,QWKHSHULRGXQGHUVFUXWLQ\KRZHYHUIRUHLJQSROLF\KDVPLVVHGVWUDWHJLFGLUHFWLRQ
2Q WKH IDFH RI LW %HOJLXP UHPDLQHG D FDSDEOH DQG HQHUJHWLF DFWRU RQ VRPH FRUH
GRVVLHUVHYHQDIWHUWKHFRQWLQXRXVSROLWLFDOFULVLVRIHUXSWHG,WFKDLUHGWKH
(8&RXQFLOLQGUDZLQJXQDQLPRXVSUDLVHZDVDQDFWLYHDFWRUGXULQJLWVWLPHLQ
WKH81 VHFXULW\ FRXQFLO  DQG HYHQGHFLGHG WR MRLQ WKHZDU LQ /LE\D LQ
  HYHQ WKRXJK LW ZDV DW WKDW WLPH OHG E\ D FDUHWDNHU JRYHUQPHQW +RZHYHU
%HOJLDQ IRUHLJQ SROLF\ KDG QRQHWKHOHVV UHVLGHG LQ D ¶YDFXXP· VLQFH  0DQ\
IRUHLJQSROLF\LQLWLDWLYHVLQFOXGLQJDWWHPSWVWRFRPHWRDQHZRYHUDUFKLQJVWUDWHJLF
RXWORRNZHUHSXWLQWKHIUHH]HUDQG%HOJLXP·VDWWHPSWWRIRFXVRQVRPHQLFKHLVVXHV
JOREDOJRYHUQDQFH ODQGPLQHV« UHPDLQHGXQGHUGHYHORSHG$ ODFNRIJXLGDQFH
SUHGRPLQDWHG DV GHSDUWPHQWV IDLOHG WR FRRUGLQDWH RQ WKH JURXQG DV ZHOO DV
VWUDWHJLFDOO\ 7KLV UHVXOWHG LQ D FDXWLRXV VKRUWWHUPLVP UDWKHU WKDQ VWUDWHJLFDOO\
RULHQWHGYLJRU&RROVDHW
7KHVHSUREOHPVSHUVLVWHG LQ WKH\HDUV WKDW IROORZHG%XGJHW FXWV HQDFWHG VLQFH WKH
OLQJHULQJ ILQDQFLDOHFRQRPLF FULVLV RI « IXUWKHU GLPLQLVKHG WKH IXQGV IRU DLG
DQGGHYHORSPHQWDVZHOODVIRUGHIHQVHDQGWKHUHZHUHDOVRFORVXUHVRIGLSORPDWLF
PLVVLRQV6KULQNLQJUHVRXUFHVDQGSHUVRQQHOQHJDWLYHO\DIIHFWHG%HOJLXP·VDELOLW\WR
IRUPXODWH DQG GHIHQG D FRKHUHQW LQWHUQDWLRQDO VWUDWHJ\ ZKLFK KDG DOUHDG\ EHHQ
ZHLJKHG GRZQ E\ WKH LQFUHDVLQJ LQWHUQDO IUDJPHQWDWLRQ RI FRPSHWHQFHV DQG
UHVRXUFHV5HQDUG(YDOXDWLQJ%HOJLDQIRUHLJQSROLF\EHWZHHQDQG





H[DPSOH LQ GHYHORSPHQW SROLF\ WKHUHZDVQRZ DPRUH QDUURZ IRFXV RQ SRRU DQG
IUDJLOHFRXQWULHVLQ$IULFDDQG%HOJLXPEHFDPHDQDFWLYHDFWRULQWKHGLVFXVVLRQVRQ
WHUURULVPDQGUDGLFDOL]DWLRQ%XW LQJHQHUDO&RROVDHW DJDLQFRQFOXGHG WKDW%HOJLXP
KDG QRW EHHQ DEOH WR IXUWKHU GHILQH LWV YLWDO LQWHUHVWV KLV HYDOXDWLRQ UHPDLQHG WKH





E\ WKH IHGHUDO PLQLVWU\ WKH VXEIHGHUDO JRYHUQPHQWV KDYH VLQFH WKH V EHHQ
GHYHORSLQJ WKHLU RZQ DGPLQLVWUDWLRQV DQG KDYH WR VRPH H[WHQW WULHG WR FDUYH RXW
WKHLURZQHPSKDVHVDQGSROLFLHV
%HIRUH WKHVWDWHUHIRUPVRI WKH IRUHLJQSROLF\RI WKH IUDQFRSKRQHFRPPXQLW\
ZDVFHQWHUHGRQSURPRWLQJWKH)UHQFKODQJXDJHDQGFXOWXUHRQLQFUHDVLQJWKHLURZQ
LQGHSHQGHQW YLVLELOLW\ DEURDG DQG RQ SURPRWLQJ ¶FXOWXUDO IRUHLJQ WUDGH· 7KH
:DOORRQ UHJLRQ IRFXVHG VWURQJO\ RQ WUDGHSURPRWLRQ LQWHU DOLD E\ EXLOGLQJ XS LWV
RZQQHWZRUNRI WUDGH UHSUHVHQWDWLYHV%HWZHHQDQG WKHFRPPXQLW\DQG
UHJLRQ VWDUWHG FRRSHUDWLQJ PRUH LQWHQVHO\ QRWDEO\ LQ WKHLU DWWHPSWV WR IRVWHU
¶SDUWQHUVKLSV·ZLWKRWKHUPRVWO\)UHQFKVSHDNLQJFRXQWULHVDQGUHJLRQV6LQFH
:DOORQLD·V IRUHLJQSROLF\KDV EHHQ VWHHUHGPRUH VWURQJO\ E\ LWV UHJLRQDO HFRQRPLF
VWUDWHJLHV WKH YDULRXV ¶0DUVKDOOSODQV· RI ZKLFK WKH ILUVW ZDV ODXQFKHG LQ 
ZKLFKKDYHXQGHUOLQHGWKHQHHGWRERRVWIRUHLJQWUDGHDQGLQYHVWPHQW&RRSHUDWLQJ
ZLWK WKH FRPPXQLW\ DQG PDNLQJ XVH RI WKH QHWZRUN RI LWV UHJLRQDO WUDGH DQG
LQYHVWPHQWDJHQF\$:(;LWKDVLQSDUWLFXODUWULHGWRUHDFKRXWWR%5,&FRXQWULHVLQ
KRSHRIIRVWHULQJWUDGHUHODWLRQV$OWKRXJK:DOORQLD·VIRUHLJQSROLF\VWUDWHJLHVKDYH
DOVR DOZD\V VSHQWPXFK DWWHQWLRQ WR WKH SURPRWLRQ RI YDOXHV DQG HVSHFLDOO\ DIWHU
ZKHQ WKH JUHHQV HQWHUHG WKH UHJLRQDO JRYHUQPHQW VXVWDLQDELOLW\ DVZHOO DV
)UDQFRSKRQLHWKHVHJRDOVKDYHDWWLPHVFODVKHGZLWKLWVHFRQRPLFJRDOV7KLVLVPRVW

















%HOJLXP LV DOPRVW QHYHU PHQWLRQHG LQ WKH XVXDO OLWHUDWXUH RQ WUDGH SROLF\ 7KLV




FRPPRQNQRZOHGJHDERXW WKH%HOJLDQ VWDQFHZH VXPPDUL]HGD IHZ WHQGHQFLHVRI
WKH%HOJLDQSRVLWLRQVDVIROORZV
,QUHODWLRQWRWKHVXSUDQDWLRQDOL]DWLRQRIFRPSHWHQFHV%HOJLXPKDVLQJHQHUDOEHHQ
RQH RI WKH VWURQJHVW VXSSRUWHUV RI IXUWKHU (8 LQWHJUDWLRQ LQ WUDGH:KHQ 7UHDWLHV
ZHUH EHLQJ UHYLVHG RU ZKHQ WKHUH ZHUH MXGLFLDO GLVSXWHV RYHU WUDGH FRPSHWHQFHV
%HOJLXPWHQGHGWRVLGHZLWKWKHLQWHJUDWLRQLVW&RPPLVVLRQ2QHRIWKHIHZPHQWLRQV
RI%HOJLXPLQWKHWUDGHOLWHUDWXUHLVUHODWHGWRVXFKDGLVSXWHZKHQLQWKHDIWHUPDWK
RI WKH:72·V8UXJXD\ 5RXQG WKH (XURSHDQ &RPPLVVLRQ DQG WKH PHPEHU VWDWHV
GLVDJUHHG DERXW WKH VFRSH RI WKH VXSUDQDWLRQDO (8 WUDGH SROLF\ FRPSHWHQFHV
UHVXOWLQJLQWZRODQGPDUNFDVHVEHIRUHWKH(XURSHDQ&RXUWRI-XVWLFH2SLQLRQV
DQG  %HOJLXP ZDV WKH RQO\ PHPEHU VWDWH WKDW FRPSOHWHO\ DQG YRFDOO\
VXSSRUWHGWKH&RPPLVVLRQ·VSRVLWLRQLHFRPSUHKHQVLYHLQWHUSUHWDWLRQRI(8WUDGH
SROLF\ FRPSHWHQFHV <RXQJ $VZHDUJXHG LQ WKHSDSHU%HOJLXP·VSRVLWLRQ
ZDVRIWHQDPLGGOHJURXQGEHWZHHQWKHSURWHFWLRQLVWDQGOLEHUDOFDPSVDOWKRXJKLW
WHQGHG WRZDUGV WKH OLEHUDO JURXS ,Q UHODWLRQ WR WKH VXEVWDQFHRI WKHGHDOZH DOVR
GLVFHUQHG D QXPEHU RI WHQGHQFLHV ,Q DJULFXOWXUH %HOJLXP KDV WHQGHG WR VXSSRUW
IXUWKHU OLEHUDOL]DWLRQ ORZHULQJ WDULIIV VFUDSSLQJ H[SRUW VXEVLGLHV DOWKRXJK LW KDV
DFNQRZOHGJHG WKH ¶VSHFLDO QDWXUH· RI WKLV VHFWRU DUJXLQJ WKDW WKDW WKH ¶PXOWL
IXQFWLRQDOLW\·RIDJULFXOWXUHVKRXOGEHUHVSHFWHGLQLQWHUQDWLRQDOWUDGH%HOJLXPKDV
DOVRVXSSRUWHG WKHSURPRWLRQRIJHRJUDSKLFDO LQGLFDWLRQV ,Q VHUYLFHV%HOJLXPKDV
JHQHUDOO\ VXSSRUWHG WKH OLEHUDOL]DWLRQ RI WUDGHUHODWHG VHUYLFHVZKLOH DOVR IDYRULQJ
H[FHSWLRQV IRU QRQFRPPHUFLDO SXEOLF VHUYLFHV %HOJLXP KDV EHHQ SDUWLFXODUO\
YLJLODQWZKHQ LW FRPHV WR WUDGH QHJRWLDWLRQV RQ SXEOLF VHUYLFHV VXFK DV HGXFDWLRQ
SXEOLFKHDOWKDQGVRFLDOVHUYLFHV,WKDVDOVREHHQRQHRIWKHVWURQJHVWRSSRQHQWVRI
WKHOLEHUDOL]DWLRQRIDXGLRYLVXDOVHUYLFHVIDYRXULQJDQH[FHSWLRQFXOWXUHOOHLQWKLVDUHD
)LQDOO\ %HOJLXP KDV FRQVLVWHQWO\ IDYRXUHG WKH SURPRWLRQ RI VRFLDO VWDQGDUGV
WKURXJKLQWHUQDWLRQDOWUDGHDJUHHPHQWV%ROOHQHWDO
 




RI DOO FDVHV IROORZHG E\ WKH WH[WLOH HOHFWULFDO PDFKLQHU\ DQG IHUWLOL]HU LQGXVWULHV
EDVHGRQGDWDIURP&3%RZQ2IFRXUVHWKLVGRHVQRWQHFHVVDULO\PHDQWKDW








LQDERXWRIDOO FDVHV7KLV FKDQJHGGXULQJ WKH VRFDOOHG ¶%UD· DQG ¶6KRH·ZDUV
DIWHUZKLFK%HOJLDQUHDOLJQHGZLWKWKH¶1RUWKHUQ·FDPSDQGVWDUWHGRSSRVLQJGXWLHV
IDU PRUH RIWHQ 7KLV OLQH ZDV KHOG XQWLO UHFHQWO\ )RU H[DPSOH GXULQJ WKH 


















HPHUJLQJ HFRQRPLHV 8QWLO WKH V WKH PDMRULW\ RI GHDOV ZDV ZLWK $IULFDQ DQG




RQFH WKH 3LQJ$Q FDVH RI ZKHQ D&KLQHVH LQYHVWRU XVHG WKH%/(8%,7ZLWK
&KLQD WR OLWLJDWH DJDLQVW WKH QDWLRQDOL]DWLRQ RI )RUWLV GXULQJ WKH ILQDQFLDO FULVLV






YHU\VLPLODU WR WKH LQYHVWPHQWDJUHHPHQWVRIRWKHU(XURSHDQVWDWHV DQG WKH\KDYH
FKDQJHGOLWWOHLQWKHSDVWGHFDGHV¶WKH\DUHVKRUWDQGZLWKRXWPXFKGHWDLOEURDGO\GHILQH
LQYHVWPHQWVSURKLELWKRVWJRYHUQPHQWV IURPGLVFULPLQDWLQJDJDLQVW IRUHLJQ LQYHVWPHQWV LQ
IDYRU RI GRPHVWLF LQYHVWPHQWV RU LQYHVWPHQWV IURP WKLUG VWDWHV UHTXLUH JRYHUQPHQWV WR
SURYLGHIRUHLJQLQYHVWPHQWVIDLUDQGHTXLWDEOHWUHDWPHQWREOLJDWHKRVWJRYHUQPHQWVWRDOORZ
IRUHLJQ LQYHVWRUV WR WUDQVIHU IXQGV DQG UHSDWULDWH FDSLWDO UHTXLUH SURPSW DQG DGHTXDWH
FRPSHQVDWLRQ IRU H[SURSULDWLRQ RI IRUHLJQ LQYHVWRUV¶ SURSHUW\ DQG DOORZ LQYHVWRUV WR VHHN
UHOLHI IRU DOOHJHG KDUPV E\ EULQJLQJ GLUHFW FODLPV DJDLQVW KRVW VWDWHV WKURXJK LQWHUQDWLRQDO
DUELWUDWLRQ· %HUQDVFRQL2VWHUZDOGHU 	 -RKQVRQ  S  ,Q UHODWLRQ WR WKH
FRQWURYHUVLDO LQYHVWRUVWDWH GLVSXWH VHWWOHPHQW V\VWHP WKH %HOJLDQ 0RGHO %,7¶V
SURYLVLRQV¶GRQRWSURYLGHFRQWUDFWLQJSDUWLHVPXFKRIDEXIIHUDJDLQVWLQYHVWRUV¶DUELWUDWLRQ















































































































SURFHVV IRVWHULQJ VRXQGGHFLVLRQPDNLQJ DQGSUHGLFWDELOLW\ VXFK DV DQ DSSHDOVPHFKDQLVP·
%HUQDVFRQL2VWHUZDOGHU	-RKQVRQSS²
,Q LWVPRGHO%,7ZDVVRPHZKDWDOWHUHG WR DOVR LQFOXGH VRPH ODQJXDJHRQ WKH
UHODWLRQVKLSEHWZHHQLQYHVWPHQWSURWHFWLRQDQGHQYLURQPHQWDODQGODERUVWDQGDUGV
7KHVHSURYLVLRQV VXEVHTXHQWO\ UHWXUQHG LQ VRPHRI WKH WUHDWLHV FRQFOXGHG VXFKDV
WKH %,7V ZLWK0DGDJDVFDU  DQG .RUHD  +RZHYHU WKHVH PRGLILFDWLRQV








ZD\ IRUHLJQ DQG WUDGHSROLFLHV DUH IRUPXODWHG LQ %HOJLXP 7KH 6LQW0LFKLHOV·
DFFRUGVRI  LQVWDOOHG WKHSULQFLSOH RI ¶LXJ OHJDWLRQLV LXV WUDFWDWL· JUDQWLQJ WKH
UHJLRQDOJRYHUQPHQWV WKHDELOLW\ WR VLJQ LQWHUQDWLRQDODJUHHPHQWV LQPDWWHUVZKHUH
WKH\ KHOG WKH H[FOXVLYH FRPSHWHQFH DQG WKH ULJKW WRPDLQWDLQ WKHLU RZQ FRUSV RI





VWDWHUHIRUP IXUWKHU ERRVWHG WKHSRZHURI WKH UHJLRQVRQ IRUHLJQDIIDLUV DQG WUDGH
WKLVKDVDJDLQEHHQDFFRPSDQLHGE\)OHPLVKGHPDQGVIRUWKHWUDQVIHURIPHDQVIURP
WKHIHGHUDOPLQLVWU\RIIRUHLJQDIIDLUV&RROVDHW
7RJHWKHU WKHVH UHIRUPV UHSODFHG WKH SUHYLRXV V\VWHP LQ ZKLFK WKH PLQLVWU\ RI
IRUHLJQDIIDLUVKDGEHHQLQFKDUJHRIPRVWWUDGHLVVXHVZLWKDQRQKLHUDUFKLFDORQHLQ
ZKLFK WKH IHGHUDO OHYHOZDVSULPDULO\ LQ FKDUJHRI FRRUGLQDWLQJ WKHRWKHU OHYHOV
%HOJLXPFRXOGQRZQRORQJHUWDNHDQ\VWDQFHXQOHVV:DOORQLD%UXVVHOVDQG)ODQGHUV
LH WKH UHJLRQDO JRYHUQPHQWVZHUH DEOH WR UHDFK DQ DJUHHPHQW:LWKRXW LQWHUQDO
FRQVHQVXV%HOJLXPZRXOGQHHGWRDEVWDLQ7KLVOHGWRDQLQWHQVHZHERIFRRUGLQDWLRQ
PHFKDQLVPVVWHHUHGDQGRIWHQUHSUHVHQWHGLQWHUQDWLRQDOO\E\WKHIHGHUDOOHYHOWKDW





SDUWLFXODU KDV EHHQ VXVSLFLRXV RI WKH IHGHUDO OHYHO FODZLQJ EDFN VRPH RI LWV ORVW

7KHUHIRUPZDVDFFRPSDQLHGE\VHYHQ¶FRRSHUDWLRQDJUHHPHQWV·ZKLFKVWLSXODWHLQWHUDOLDWKHZD\LQZKLFK
WKH %HOJLDQ HQWLWLHV DUH UHSUHVHQWHG LQ WKH &RXQFLO HJ ZKRVH FLYLO VHUYDQWV FDQ UHSUHVHQW %HOJLXP LQ ZKDW




SUHURJDWLYHV LELG0DQ\ DOVR IHDU WKDW %HOJLDQGHFLVLRQPDNLQJ RQ IRUHLJQ DIIDLUV
KDV EHFRPH WRR FRQYROXWHGZLWK WRRPDQ\XQFOHDU DQG RYHUODSSLQJ FRPSHWHQFHV
HQGDQJHULQJ FRKHUHQFH DQGKDPSHULQJ WKH VWDWH·V DELOLW\ WR EHSURDFWLYH &RROVDHW
5HQDUG
, ZLOO EULHIO\ VNHWFK RXW WKH PDLQ LQVWLWXWLRQDO DFWRUV DFWLYH LQ WUDGH DQG IRUHLJQ
SROLF\PDNLQJEHIRUHGLVFXVVLQJWKHFRQGXFWRILQWUD%HOJLDQFRRUGLQDWLRQ
$IWHUVXFFHVVIXOO\VWUXJJOLQJZLWKWKHPLQLVWU\RIHFRQRPLFVLQWKHSRVWZDUSHULRG
WKHPLQLVWU\ RI IRUHLJQ DIIDLUV EHFDPH WKH GRPLQDQW DFWRU LQ WKH FRRUGLQDWLRQ RI
(XURSHDQ DQG WKXV WUDGH SROLF\ 2YHU WKH FRXUVH RI WKH V DQG WKH V LW
VDIHJXDUGHGWKLVSRVLWLRQIURPRWKHU IHGHUDODFWRUVVXFKDVWKHSULPHPLQLVWHUDQG
WKHPLQLVWU\ RI HFRQRPLFVZKLOH VLPXOWDQHRXVO\ DGDSWLQJ WR WKH GHYROXWLRQ RI LWV
SRUWIROLRDQGLWVQHZUROHDVLQWHUUHJLRQDOFRRUGLQDWRU7KLVZDVDFFRPSDQLHGE\D
VHULHV RI LQWHUQDO UHIRUPV WKDW KDYH IXUWKHU DWWHPSWHG WR VWUHDPOLQH WKHPLQLVWU\·V
IXQFWLRQLQJ &RROVDHW 'XMDUGLQ 	 5RRVHQV  7RGD\ WKH PLQLVWU\ RI IRUHLJQ
DIIDLUV LV WKH FHQWUDO DQG ¶ODUJHO\ XQFKDOOHQJHG· FRRUGLQDWLYH FHQWHU RI LQWUD%HOJLDQ
GHFLVLRQPDNLQJ RQ (8 WUDGH DQG RWKHU IRUHLJQ DIIDLUV 7KHUH DUH VWLOO RFFDVLRQDO
FRQIOLFWVRYHUFRPSHWHQFHVQRWDEO\UHODWHGWRHFRQRPLFGLSORPDF\EXWWKHUHJLRQDO
IRUHLJQ SROLF\ 	 WUDGH DGPLQLVWUDWLRQV FRQVLGHU WKH IHGHUDO PLQLVWU\ DV JHQHUDOO\
OR\DO DQG WUXVWZRUWK\ &ULHNHPDQV  ,QWHUYLHZ  'L9  ,QWHUYLHZ 
)RUPHU'L95HQDUG
+RZHYHU .HUVVFKRW HW DO   VWLOO SRLQW WRZDUGV WKH YHU\ LPSRUWDQW DQG
HQGXULQJUROHRIWKH)2'(FRQRPLH LQWUDGHDIIDLUVPRUHVSHFLILFDOO\LQUHODWLRQWR
WKH VXEVWDQFH RI WKH %HOJLDQ SRVLWLRQ )LUVW RI DOO LW LV WKH PLQLVWU\ RI HFRQRPLFV
ZKLFK KRXVHV WKH ODUJHVW QXPEHU RI FLYLO VHUYDQWV ZLWK WHFKQLFDO H[SHUWLVH
UHODWHG WR WUDGH LVVXHV ,Q SUDFWLFH HFRQRPLFV LV RIWHQ SUHVHQW DQG DQ LQIOXHQWLDO
YRLFH QRW MXVW WKH %HOJLDQ FRRUGLQDWLRQ PHHWLQJV EXW DOVR LQ YDULRXV FRXQFLO
IRUPDWLRQV)RUHLJQDIIDLUVWDNHVXSWKH%HOJLDQVHDWLQWKH7UDGH3ROLF\&RPPLWWHHDW





.HUVVFKRW HW DO  6HFRQGO\ LQ SUDFWLFH HFRQRPLFV DOVR WDNHV XS SDUW RI WKH
FRRUGLQDWLQJ UROH DW WKH QDWLRQDO DQG UHJLRQDO FLYLO VHUYDQWV· OHYHO LQ WKH
,QWHUPLQLVWHULDO (FRQRPLF &RPPLWWHH EXW DOVR LQ RWKHU OD\HUV DV SDUW RI WKHLU
H[SHUWLVHEXLOGLQJ DQG VKDULQJ WKH\ FRPPXQLFDWH ZLWK HPEDVVLHV WKH SHUPDQHQW
UHSUHVHQWDWLRQWKH2(&'WKH(8&RPPLVVLRQWKH(XURSHDQ3DUOLDPHQWDQGRWKHUV
)LQDOO\ WKH\SOD\DQ LPSRUWDQWUROH LQGDWDGULYHQDQDO\VHVRI WKH%HOJLDQ LQWHUHVW
DQG WKH\ DUH RIWHQ WKH ILUVW OLQH RI FRQWDFW IRU ILUPV DQG EXVLQHVV DVVRFLDWLRQV VHH
EHORZ.HUVVFKRW.HUVVFKRWHWDO
$V WKHLU FRPSHWHQFHV JUHZ WKH VXEIHGHUDO HQWLWLHV KDYH DOVR FUHDWHG WKHLU RZQ






)ODQGHUV ,QYHVWPHQW DQG 7UDGH ),7 6LPLODUO\:DOORQLD DQG WKH )UDQFRSKRQH
FRPPXQLW\ KDYH ORQJ EHHQ EXLOGLQJ WKHLU RZQ IRUHLJQSROLF\ DUFKLWHFWXUH LQ WKH
HDUO\ HLJKWLHV ERWK WKH FRPPXQLW\ DQG WKH UHJLRQ KDG FUHDWHG WKHLU RZQ IRUHLJQ
SROLF\DFWRU7KHFRPPXQLW\DQGWKHUHJLRQDOZD\VFRRSHUDWHGLQWHQVHO\DQGLQ
WKH\ IXVHG WKHLUGHSDUWPHQWV LQWR ¶:DOORQLH%UX[HOOHV ,QWHUQDWLRQDO·7KH:%, LVQRZ
WKHPDLQ IRUHLJQ SROLF\ DGPLQLVWUDWLRQ LW VHUYHV XQGHU ERWK WKH:DOORRQ DQG WKH
FRPPXQLW\ FDELQHWV :DOORQLD·V WUDGH DQG LQYHVWPHQW DJHQF\ LV FDOOHG /·$JHQFH
:DOORQQH j O




(XURSHDQ WUDGH SROLF\ LV RQH RI WKH PRVW KHDYLO\ ¶FRRUGLQDWHG· VHFWLRQV RI (8
SROLF\$OWKRXJKWKHFRQWLQXRXVVWUXJJOHRYHUWKH¶VDPHQZHUNLQJVDNNRRUG·KDYHOHIW




FRPSRVHGRI JHQHUDOLVW GLSORPDWV WKDW LVSDUW RI WKH IRUHLJQDIIDLUV DGPLQLVWUDWLRQ
7KH (PHHWLQJV FKDLUHG E\ WKH0LQLVWU\ RI IRUHLJQ DIIDLUV EULQJ WRJHWKHU SHRSOH
IURPWKHFDELQHWVDQGWKHDGPLQLVWUDWLRQ IURPDOO WKH LPSOLFDWHGJRYHUQPHQWV7KH
H[DFW FRPSRVLWLRQ GHSHQGV RQ ZKDW SROLF\ ¶VHFWRU· LV EHLQJ GLVFXVVHG '*(
FRPPXQLFDWHVDQGPHHWVLQYDULRXVIRUPDWLRQVPXFKPRUHIUHTXHQWO\WKDQLQRWKHU
SROLFLHVDOVRWKURXJKLQIRUPDOFKDQQHOV7KLVFRRUGLQDWLRQLVOD\HUHGPLUURULQJWKH
(XURSHDQ VHWXS HYHU\ ZHHN RQ 7KXUVGD\ WKHUH LV D PHHWLQJ ZLWK H[SHUWV IURP
IHGHUDO DQG VXEIHGHUDO FDELQHWV DQG GHSDUWPHQWV LQ SUHSDUDWLRQ RI )ULGD\·V 73&
DQGWKHUHDUHVHSDUDWHPHHWLQJIRUWKHH[SHUWVWKDWWDNHSDUW LQWKHPRUH ¶WHFKQLFDO·
FRPPLWWHHV VHUYLFHV WH[WLOHV VWHHO WUDGH GHIHQVH '*( PD\ DOVR OLPLW LWV






UHJLRQDO WDNHSDUW LQWKHVHPHHWLQJV7KHDJULFXOWXUDOGHSDUWPHQWV LQSDUWLFXODU







5HQGHULQJ IRU H[DPSOH WKH LGHD RI DQ H[FOXVLYHO\ IHGHUDO FRPSHWHQFH LQPXOWLODWHUDO WUDGHGHDOV ¶LOOXVRU\·
,QWHUYLHZ)RUPHU'L9




7KH DERYH V\VWHP RI FRRUGLQDWLRQ LV VRPHZKDW GLIIHUHQW ZKHQ LW FRPHV WR WUDGH
GHIHQVHV ,QGLYLGXDO FDVHV HJ DQWLGXPSLQJ ILOHV DUH KDQGOHG SULPDULO\ E\ WKH
)2'(FRQRPLHZKHUHIRXUSHRSOHDUHZRUNLQJPRVWO\RQWUDGHGHIHQVLYHLVVXHVDOO
FLYLOVHUYDQWV2QO\ZKHQDFDVHLVUHDOO\YHU\VHQVLWLYHLVWKHUHVRPHFRPPXQLFDWLRQ
ZLWK IRUHLJQ DIIDLUV DQG RWKHU DFWRUV LQ DOO RWKHU FDVHV WKH PLQLVWHU RI HFRQRPLFV







$W WKH )OHPLVK OHYHO LQWHUQDO GHFLVLRQPDNLQJ RQ WUDGH LVVXHV LV LWVHOI KHDYLO\
FRRUGLQDWHG $W WKH SROLWLFDO OHYHO WKH PLQLVWHUSUHVLGHQW LV LQ FKDUJH RI IRUHLJQ
SROLF\%DVHGRQWKHGHFODUDWLRQRIJRYHUQPHQWKHDQGKLVFDELQHWSURGXFHD¶SROLF\
OHWWHU·ZKLFKLVXSGDWHGDQQXDOO\WKLVOHWWHULVQRWFRQILQHGWRIRUHLJQWUDGHEXWGHDOV
ZLWK WKH EURDGHU SROLF\GRPDLQ RI ¶LQWHUQDWLRQDO )ODQGHUV·ZKLFK LQFOXGHV WRXULVP
GHYHORSPHQW DLG HWF$W WKH DGPLQLVWUDWLYH OHYHO WKHPLQLVWHU LV VXSSRUWHGE\ WKH
¶'HSDUWHPHQW,QWHUQDWLRQDDO9ODDQGHUHQ·'L9+HUHWZRSHRSOHLQWHUYLHZDUH
LQ FKDUJH RI WUDGHSROLF\ UHODWHG ZRUN 7KLV GXR KDV GLYLGHG WKH ZRUN DPRQJVW
WKHPVHOYHV DORQJ JHRJUDSKLFDO DQG WKHPDWLF JRRGVVHUYLFHV« OLQHV:KHQ IRU
H[DPSOH WKH&RPPLVVLRQSURSRVHVDQHJRWLDWLQJPDQGDWH LW LV WKH'L9ZKLFKZLOO
ILUVWGUDIWDSRVLWLRQEDVHGRQLWVRZQDQDO\VHVDQGFRQVXOWDWLRQVZLWKVWDNHKROGHUV
DQG RWKHU GHSDUWPHQWV 7KLV SRVLWLRQ LV WKHQ HLWKHU IRU OHVV VHQVLWLYH GRVVLHUV






XVHG DV )ODQGHUV· RIILFLDO VWDQFH LQ WKH '*( RU LQ RWKHU ELODWHUDO RU (XURSHDQ
IRUXPV ,QWHUYLHZ  'L9  $JDLQ VRPH GHSDUWPHQWV DUHPRUH DFWLYH WKDQ
RWKHUVDQGRQFHPRUHDJULFXOWXUH LVYHU\PXFKRQWRSRI WKLVGRPDLQ ,QWHUYLHZ 
$JULFXOWXUDO'HSDUWPHQW)ODQGHUV
2QWKH:DOORRQVLGHWKHLQWHUQDOFRRUGLQDWLRQLVRUJDQL]HGE\DVLQJOHSHUVRQLQWKH
IRUHLJQ DIIDLUV DGPLQLVWUDWLRQ ¶:DOORQLH%UX[HOOHV ,QWHUQDWLRQDO·7KH:%, DQVZHUV
WR ERWK WKH FRPPXQLW\ WKH ¶:DOORQLD%UXVVHOV )HGHUDWLR· RU ):% DQG WKH UHJLRQ
:DOORQLDZKLFKPHDQV WKDW WKH:%,·V WUDGH UHSUHVHQWDWLYHKDV WRZRUNZLWK WZR
JRYHUQPHQWV DQG XQGHU WZR PLQLVWHUSUHVLGHQWV ²ZKLFK OLNH LQ )ODQGHUV DUH LQ
FKDUJHRIIRUHLJQDIIDLUV$OWKRXJKWKH:%,UHVLGHVXQGHUWKHVDPHFKLHIDQGURRI
DVWKHIUDQFRSKRQHH[SRUWDJHQF\$:(;WKHLUDFWLYLWLHVDUHQRWWKHVDPH$:(;·V
WDVN LV OLPLWHG WR H[SRUW SURPRWLRQ LW ZRUNV ZLWK WKH HQWHUSULVHV PDNHV

,QWKLVZDVUHQDPHGWR'HSDUWPHQWRIIRUHLJQDIIDLUV




SURVSHFWLRQV LQ WKH PDUNHWV DQG DEURDG ZKLOH WKH :%, LV PRUH RI D ¶JHQHUDOLVW·
DGPLQLVWUDWLRQDQGWKXVLQFKDUJHRIWUDGHSROLWLFV
7KH DGPLQLVWUDWLRQ·V UROH LV WR FRRUGLQDWH WKH SRVLWLRQ RI:DOORQLD DQG WKH ):%
DKHDGRIWKHZHHNO\LQWUD%HOJLDQPHHWLQJV7KHWUDGHRIILFHUUHFHLYHVWKHSURJUDPRI
WKH73&DQGWKHQFRQVXOWVV\VWHPDWLFDOO\ZLWKWKUHHFDELQHWVWKHPLQLVWHUSUHVLGHQWV
DQG WKH :DOORRQ PLQLVWHU IRU H[WHUQDO FRPPHUFH $OWKRXJK WKH ODWWHU LV DOZD\V
FRQVXOWHGDQGLQIRUPHGWKHILQDODQGIRUPDOUHVSRQVLELOLW\UHVWVZLWKWKHPLQLVWHU
SUHVLGHQWV $W WKH LQWUD%HOJLDQ WUDGH PHHWLQJV WKHUH LV DOVR DOZD\V DQ H[SHUW RI
:DOORQLD·VDJULFXOWXUDOGHSDUWPHQWSUHVHQW VR WKLVDGPLQLVWUDWLRQDQG WKHPLQLVWHU
RI DJULFXOWXUH DUH FRQVXOWHG DV ZHOO 7KH EDODQFH EHWZHHQ WKH PLQLVWHUV DQG WKH
PLQLVWHUSUHVLGHQWV GHSHQGV RQ WKH LVVXH 7KH SURPRWLRQ RI FRPPHUFH DQG LWV






:KHQ WKHUH LV QHHG IRU DQ DQDO\VLV RI:DOORQLD·V FRPPHUFLDO LQWHUHVWV LQ D FHUWDLQ
GRVVLHU WKLV LV SDVVHG RQ WR $:(; )RU H[DPSOH ZKHQ WKH (8 ODXQFKHV WUDGH
QHJRWLDWLRQV D QRWH LV SURGXFHG E\ WKH IHGHUDO DGPLQLVWUDWLRQ RI HFRQRPLFV DQG
:DOORQLD DORQJ ZLWK )ODQGHUV FRQWULEXWHV WR WKLV QRWH WKHLU SHUVSHFWLYH RQ WKH
LQWHUHVWV DW VWDNH ,Q :DOORQLD VXFK DQ DQDO\VLV ZRXOG EH SHUIRUPHG E\ $:(;
ZKLFK KDV WKH H[SHUWLVH DQG WKH QHWZRUNV ZLWK ILUPV DQG DEURDG WKDW DOORZ LW WR






%HOJLDQSRVLWLRQ 6WLOOPRVWSDUWLFLSDQWV DJUHHG WKDW WKH FRQVHQVXVRULHQWHG V\VWHP
KDVEHHQODUJHO\VXFFHVVIXODQGWKDWWKHFRRSHUDWLRQEHWZHHQWKHYDULRXVOHYHOVKDG
PRVWO\ EHHQ VDWLVIDFWRU\ ,QWUD%HOJLDQ FRQIOLFW KDG PRVW RIWHQ EHHQ LQWHUVXE
JRYHUQPHQWDOZLWKWKHDPRXQWRIVWULIHRIWHQEHLQJORZHULISDUWLHVSUHVLGHGLQERWK
WKH IHGHUDO DQG UHJLRQDO OHYHOV %HFDXVH RI LQWHUJRYHUQPHQWDO GLIIHUHQFHV %HOJLXP
VRPHWLPHV KDG WR UHPDLQ RQ WKH VLGHOLQH RI D FHUWDLQ GRVVLHU ZLWKRXW FRQVHQVXV
WKHUH LV QR %HOJLDQ VWDQFH0RVW LQWHUYLHZHHV VHHPHG WR WKLQN VXFK EORFNDJH KDG
EHHQH[WUHPHO\UDUHKRZHYHU,QWHUYLHZ)RUPHU'L9VHHDOVRLQWHUYLHZVLQ
.HUVVFKRWHWDO
-XGJLQJ IURP LQWHUYLHZVSHUIRUPHGE\.HUVVFKRW HW DO WKUHH IDFWRUV FRQWULEXWHG WR
WKLVJHQHUDOO\SDFLILHGSLFWXUHDWOHDVWXQWLO&(7$LWKHWUDGHLQWHUHVWVRI)ODQGHUV
DQG :DOORQLD ZHUH ODUJHO\ FRPSOHPHQWDU\ DOWKRXJK )ODQGHUV RIWHQ KDG D PRUH
RIIHQVLYH OLEHUDORULHQWDWLRQZKLOH:DOORQLDZDVPRUHGHIHQVLYH WKHLU UHVSRQGHQWV
DUJXHG WKDW LQ SUDFWLFH RQH UHJLRQ·V SUHIHUHQFH ZDV DOPRVW QHYHU KDUPIXO IRU WKH





,Q PL[HG FRPSHWHQFHV ZKHUH DOO OHYHOV KDYH WR UHDFK D FRQVHQVXV WKHUH ZDV D
GLVFLSOLQLQJ WKUHDW RI QRQFRQVHQVXV LI GLVDJUHHPHQW SHUVLVWHG %HOJLXPZRXOG EH





)LQDOO\ DV ZDV LQGLFDWHG EHIRUH WKHUH DUH DOVR VRPH UHPDLQLQJ VWUXJJOHV RYHU
FRPSHWHQFHDQGDSSURDFKDWWKHIHGHUDO OHYHOEHWZHHQWKHPLQLVWULHVRIHFRQRPLFV
DQGIRUHLJQDIIDLUV)RUHLJQDIIDLUVVWDIIHGE\GLSORPDWVLVDOOHJHGO\PRUHLQFOLQHGWR
VWULNH GHDOV DW WKH (XURSHDQ OHYHO WR EDUJDLQ LQ RUGHU WR DYRLG RSHQ FRQIOLFW DQG
LVRODWLRQ HFRQRPLFV· WHQGV WR WDNH ILUPHU VWDQFHV RQ %HOJLXP·V GHIHQVLYH DQG
RIIHQVLYH LQWHUHVWV DQG LV OHVV VZD\HG E\ IRUHLJQ DIIDLUV ¶UHODWLRQDO· DSSURDFK
,QWHUYLHZ)2'(FRQRPLH.HUVVFKRWHWDO7KHH[WHQWDQGVXEVWDQFH
RI WKHVH VWUXJJOHV UHPDLQV XQFOHDU KRZHYHU , UHWXUQ WR WKLV G\QDPLF LQ WKH FDVH
VWXGLHV
 
)LQDOO\ VRPH ZRUGV RQ WKH LPSRUWDQW LVVXH RI WKH ZD\ ¶VWDNHKROGHU LQSXW· LV
JDWKHUHG :KHQ QHZ QHJRWLDWLRQV DUH SURSRVHG E\ WKH &RPPLVVLRQ WKH XVXDO
SURFHGXUHLVDVIROORZVIRUHLJQDIIDLUVUHTXHVWVLQIRIURPWKH%HOJLDQHPEDVV\LQWKH








LQYHVWPHQW DJHQFLHV $V .HUVVFKRW HW DO KDYH DUJXHG WKLV KDV DW WLPHV OHG WR DQ
XQFRRUGLQDWHG VFUDPEOH IRU LQSXW IURP D OLPLWHG VHW RI ILUPV DQG DVVRFLDWLRQV
OHDGLQJWRLQHIILFLHQF\DQGRYHUORDGDPRQJERWK¶VWDWH·DVZHOODV¶VRFLHW\·7KH\DOVR
UHSRUWHG D ODFN RI RU VRPHZKDW G\VIXQFWLRQDO LQWUDUHJLRQDO FRRSHUDWLRQ IRU
H[DPSOHEHWZHHQ),7DQGWKH'L9.HUVVFKRW
1RQ(FRQRPLFDFWRUVDUHDOVRFRQVXOWHGDORQJZLWKEXVLQHVVLQDYDULHW\RIIHGHUDO
DQG UHJLRQDO FRPPLWWHHV $W WKH IHGHUDO OHYHO WKHUH LV WKH FRXQFLO IRU VXVWDLQDEOH
GHYHORSPHQW )'52 ZKLFK DOORZV WKH HPSOR\HU IHGHUDWLRQV WKH XQLRQV DQG












$V ZDV PHQWLRQHG LQ WKH LQWURGXFWLRQ WKH %HOJLDQ SDUOLDPHQWV DUH ZHDN DQG
VXEMXJDWHGSOD\HUVLQWKH%HOJLDQV\VWHP7KLVKDVDOVREHHQWUXHIRUWUDGHZKHUHWKH
UHDO GHFLVLRQ KDYH EHHQ PDGH LQ WKH DGPLQLVWUDWLRQV DQG DW WKH PLQLVWHULDO OHYHO
ZKLOHWKHSDUOLDPHQWVFRXOGDWPRVWYRWHIRUQRQELQGLQJUHVROXWLRQV$FFRUGLQJWR
RXUVRXUFHVZKLFKLQFOXGH03VDVZHOODV1*2VDQGWUDGHRIILFLDOVWKHSDUOLDPHQWV
KDYH VHOGRP DWWHPSWHG WR SOD\ DQ DXWRQRPRXV UROH RI PXFK LPSRUWDQFH
3DUOLDPHQWDU\ UDWLILFDWLRQ IRU H[DPSOH KDV DOPRVW DOZD\V EHHQ D SURIRUPD
SURFHGXUH2QHLQWHUYLHZHHFRXOGUHFDOORQO\RQHLQVWDQFHLQKLV\HDUVRIIHGHUDO




KDV EHHQ WUXH IRU DOO SDUOLDPHQWV QRW MXVW WKH QDWLRQDO RQH DQG KDV PDGH 03·V
GHSHQGHQW RQ WKH H[SHUWLVH DQG DJHQGDVHWWLQJ RI RXWVLGH SOD\HUV VXFK DV1*2V
,QWHUYLHZ03*URHQ)OHPLVK,QWHUYLHZ03VSD)HGHUDO
2XU GDWDEDVH RI TXHVWLRQV DQG LQWHUYHQWLRQV FROOHFWHG DQG SURFHVVHG E\ PH DQG
1LHOV *KH\OH XVLQJ WKH SDUOLDPHQWDU\ ZHEVLWHV VXSSRUWV WKH DERYH DVVHVVPHQW
8VLQJWKHVHDUFKHQJLQHVIURPWKH:DOORRQ)OHPLVKDQG)HGHUDOSDUOLDPHQWVZH
KDYH FRQVWUXFWHG D GDWDEDVH RI DOO WUDGHUHODWHG TXHVWLRQV ZULWWHQ DQG RUDO
:KLOHWKHUHZDVSOHQW\RIWUDGHUHODWHGDFWLYLW\EHIRUHLWZDVIRFXVHGRQLVVXHV
VXFK DV H[SRUW SURPRWLRQ WUDGH SHUIRUPDQFH RI UHJLRQDO FRPSDQLHV RU ZHDSRQV
H[SRUW²HVSHFLDOO\ LQ WKHVXEIHGHUDOSDUOLDPHQWV ,QWKHILJXUHVEHORZZHH[FOXGH
WKHVHWRSLFVDQGFRQFHQWUDWHRQDFWLYLW\UHODWHGWR ¶WUDGHSROLWLFV· VWULFWXVHQVX$V
FDQEH VHHQ IURP WKH FKDUW LQ DOO WKUHHSDUOLDPHQWV WKH DWWHQWLRQ IRU WKLVQDUURZHU







H[DPSOH WKLV LV WKH OLVW IRU WKH )OHPLVK SDUOLDPHQW 77,3 &(7$ $&7$ 7,6$ YULMKDQGHO KDQGHOVUHODWLHV
KDQGHOVDNNRRUGHQ :72 YULMKDQGHOVDNNRRUGHQ HFRQRPLVFK SDUWQHUVFKDS (3$ YULMKDQGHOV]RQHV
YULMKDQGHOVRYHUHHQNRPVWHQ LQWHUQDWLRQDOH KDQGHO WDULHIRYHUHHQNRPVWHQ KDQGHOVSUHIHUHQWLHV ELODWHUDOH
RYHUHHQNRPVW SDUWQHUVFKDSVDNNRRUG YULMKDQGHOVYHUGUDJHQ KDQGHOVEHWUHNNLQJHQ KDQGHOVEHOHLG




WKH ZD\ WKH VHDUFK HQJLQHV IXQFWLRQ EXW WKHVH GLIIHUHQFHV VKRXOG EH OLPLWHG DQG WKH\ VKRXOG EH LQWHUQDOO\
FRQVLVWHQW
7KLVLQFOXGHVDOOTXHVWLRQVUHODWHGWRDQWLGXPSLQJWKH:72)7$VPDUNHWDFFHVVLVVXHV¶WUDGHHWKLFV·HJ



























































































































































































































































































































































































































































































7KHDWWHQWLRQSDLG WR WUDGH LVVXHVKDGJHQHUDOO\EHHQ ORZZLWKD IHGHUDOSHDN LQ
LQWHUYHQWLRQVLQUHODWHGWRWH[WLOHVDQGWKH'RKDURXQG$IWHUWKHDPRXQW
RI TXHVWLRQV DQG LQWHUYHQWLRQV VWDUWHG LQFUHDVLQJ WR XQSUHFHGHQWHG OHYHOV 7KLV
DFWLYLW\ZDVIRFXVHGRQ&(7$DQG77,3DQGZHZLOOUHWXUQWR LW LQWKHFKDSWHURQ
%HOJLXPDQG&(7$
,Q SDUW WKLV ODFN RI LQYHVWPHQW LQ WUDGH LVVXHV LV UHODWHG WR WKHZD\ LQZKLFK WKH
SDUOLDPHQWV DUH RUJDQL]HG DQG UHODWH WR WKH JRYHUQPHQW 0HPEHUV RI SDUOLDPHQW
KDYH DQ RYHUFURZGHG DJHQGD DQG FDQQRW DIIRUG WR VSHQG PDQ\ UHVRXUFHV RQ D
WHFKQLFDODQGRIWHQ ORZNH\ LVVXHVXFKDV WUDGHSROLF\7KLVKDVEHHQUHLQIRUFHGE\
*RYHUQPHQWSDUOLDPHQW G\QDPLFV LQ IRUHLJQ DIIDLUV LQ JHQHUDO 7KH %HOJLDQ
&RQVWLWXWLRQVWLSXODWHVWKDWIRUHLJQSROLF\LVWKHSUHURJDWLYHRIWKHH[HFXWLYHEUDQFK
WKH *RYHUQPHQW QHJRWLDWHV DQG VLJQV GHDOV WKH SDUOLDPHQW UDWLILHV 1R IRUPDO
SURFHGXUHV IRU H[DPSOH VSHFLDOL]HG FRPPLWWHHV DVVXUHG WKDW WKH SDUOLDPHQW ZDV








DQGUHVRXUFHVRISDUWLFXODU03·V2I FRXUVH WKLV LV LQ VRPHZD\VDYLFLRXVFLUFOH
VLQFHODFNRIDWWHQWLRQDQGH[SHUWLVHLQWXUQORZHUWKHSRWHQWLDOIRUWKHSDUOLDPHQWVWR
SLFNXSDQGSROLWLFL]HDQLVVXH,QWHUYLHZ03VSD)HGHUDO




WKH JRYHUQPHQW KDV GHFLGHG RQ LWV SRVLWLRQ QHJRWLDWLRQV KDYH QHDUO\ EHHQ
FRPSOHWHGLIWKHLVVXHGUHZFLYLOVRFLHW\·VDWWHQWLRQWKHQVWDNHKROGHUVDQGDVVRFLDWHG
SDUWLHV KDYH VWDNHG RXW WKHLU SRVLWLRQ DQG KDYH GXJ LQ WKHLU KHHOV *LYHQ WKH





DV LQ )ODQGHUV VLQFH WKH WHQGHQF\ ZLOO EH WR UXEEHUVWDPS LW ZLWKRXWPXFK DGR
:KHQ WKH PDMRULW\ LV PRUH VNHSWLFDO OLNH LW ZDV LQ :DOORQLD ZLWK &(7$
SDUOLDPHQWDU\VFUXWLQ\LVSHUKDSVEHPRUHSRWHQW ,QWHUYLHZ03*URHQ)OHPLVK
,QWHUYLHZ0319$)OHPLVK
,Q DQWLGXPSLQJ DOO RI WKH DERYH KDV EHHQ WUXH D IRUWLRUL %HOJLDQ 03·V GR QRW
XVXDOO\ LQTXLUH DIWHU LQGLYLGXDO$'PHDVXUHV2QO\ LQYHU\ UDUH FRQWHQWLRXVFDVHV








RI SUHVV DWWHQWLRQ E\ XVLQJ WKH *R3UHVV DUFKLYHV IRU /H 6RLU DQG 'H 6WDQGDDUG




FRPHV WR )7$V 7KLV FRUURERUDWHV WKH VHQVH VKDUHG E\PRVW RI RXU SDUOLDPHQWDU\
VRXUFHVDVZHOO DV WKH FLYLO VHUYDQWV DQGPDQ\RI WKH VRFLHWDO VWDNHKROGHUV WKDWZH
VSRNHWKDWWKHSUHVVKDVWHQGHGWRLJQRUH(8WUDGHSROLWLFV)RUWKH%HOJLDQFDVHWKH
FRPSDUDWLYH DJHQGDV SURMHFW KDV PRUHRYHU FDOFXODWHG WKH PHGLDQ DWWHQWLRQ IRU D
ZLGHUDQJHRILVVXHVLQWKH79QHZV&OHDUO\IRUHLJQWUDGHKDVQHYHUEHHQDSRLQWRI
JUHDW LQWHUHVW+RZHYHUDV&UHVS\KDVVKRZQ WKHUHKDYHEHHQRFFDVLRQDOSHDNV LQ
WKHSUHVV·DWWHQWLRQDIWHUDQGDURXQGIRUH[DPSOHDOVRYLVLEOHLQP\GDWD
FRUUHODWLQJZLWK&62FDPSDLJQLQJ&UHVS\
)LQDOO\ DOWKRXJK WKHUH LV QR GDWD WKDW FDQ KHOS XV VXSSRUW WKLV WKHUH LV D JHQHUDO
QRWLRQDPRQJLQWHUYLHZHHVWKDWWKHSXEOLFKDVVHOGRPEHHQYHU\LQWHUHVWHGLQWUDGH
SROLWLFV 7KLV VHHPV SODXVLEOH D IRUWLRUL JLYHQ WKH ODFN RI SDUOLDPHQWDU\ DQG SUHVV
DWWHQWLRQ2QWKHRWKHUKDQGWKHOLPLWHGVXUYH\GDWDGRVKRZWKDWWKH%HOJLDQSXEOLF
KDVEHHQPRUHVNHSWLFDORIJOREDOL]DWLRQWKDQWKH(8DYHUDJHZLWKRIVXUYH\HG
%HOJLDQV LQ  WKLQNLQJ JOREDOL]DWLRQ SUHVHQWHG D WKUHDW ² WKHQ WKH WKLUG KLJKHVW
VFRUHLQWKH(8
0RUHRYHUDV,ZLOOVKRZLQWKHQH[WFKDSWHUWKHUHKDYHLQIDFWEHHQRFFDVLRQDOSHDNV



























































































































































































































































































, ZLOO DJDLQ VWDUW ZLWK P\ H[SODQDQGXP WKH %HOJLDQ SRVLWLRQV RQ &(7$
8QIRUWXQDWHO\,FRXOGQRWUHO\RQWKHVDPHZHDOWKRIPDWHULDOWKDWZDVDYDLODEOHLQ
WKH 'XWFK FDVHV ,QVWHDG , KDYH KDG WR UHO\ RQ FRPPHQWVPDGH LQ SDUOLDPHQWDU\
KHDULQJV LQ WKH SUHVV DQG PRVW LPSRUWDQWO\ LQWHUYLHZV $JDLQ WKLV RXWFRPH LV
FRPSOH[DQGG\QDPLFVRPHWKLQJ,KDYHWULHGWRLQFRUSRUDWHLQP\DFFRXQW
 








LPSRUW TXRWDV IRU SRUN DQG EHHI ,PSRUWV RI KRUPRQHWUHDWHGPHDW ZHUH UHMHFWHG
%HOJLXPVXSSRUWHGWKHLQFOXVLRQRIJHRJUDSKLFDOLQGLFDWLRQVEXWGLGQRWUHTXHVWWKH
DGGLWLRQ RI DQ\ %HOJLDQ *,V %ORHP &5,& 1  ,W DOVR GHIHQGHG WKH
SUHFDXWLRQDU\ SULQFLSOH 2WKHU VHFWRUV LQ ZKLFK LW DSSHDUV WKDW %HOJLXP KDG
RIIHQVLYHGHPDQGVZHUHDXWRPRELOHVXWLOLWLHVGHVLJQDQG,&7
,QVHUYLFHVDQGLQYHVWPHQWLWVRIIHQVLYHLQWHUHVWVZHUHVLWXDWHGLQGUHGJLQJVHUYLFHV
LQYHVWPHQWDQGPRGHSURIHVVLRQDOVHUYLFHV WUDQVSRUW VHUYLFHVDQGUHVHDUFK ,W
DOVR VXSSRUWHG WKH PXWXDO UHFRJQLWLRQ RI GHJUHHV DQG FHUWLILFDWHV DV ZHOO DV
LQFUHDVLQJWKHSRVVLELOLWLHVIRUPRGHVHUYLFHVWUDGHDVORQJDVLWZDVWHPSRUDU\
DQG UHVWULFWHG WR SURIHVVLRQDO VHUYLFHV SURYLGHG E\ KLJKO\TXDOLILHG SHUVRQQHO
SHUVRQQHO ZLWK XQLYHUVLW\ GHJUHHV DQG VHYHUDO \HDUV RI ZRUN H[SHULHQFH VXFK DV
HQJLQHHUVDUFKLWHFWV
%HFDXVHGUHGJLQJVHUYLFHVZHUHRQHRIWKH¶DEVROXWHSULRULWLHV·%HOJLXPDOVRSXVKHG
IRU DQRSHQLQJRISURFXUHPHQWPDUNHWV DW WKH&DQDGLDQ DVZHOO DV WKH VXEIHGHUDO
SURYLQFLDO OHYHO ,QWHUYLHZ)2'(FRQRPLH  ,WGLGQRWKDYHDQ\VSHFLDO
UHTXHVWVUHODWHGWRILQDQFLDOVHUYLFHVDQGZDVQRWUHTXHVWLQJLWVH[FOXVLRQRUWKDWRI




77,3 ZKHUH LW VWURQJO\ GHIHQGHG WKH SUHFDXWLRQDU\ SULQFLSOH ¶DV LW DOZD\V GRHV· 6RXUFH &RQVHLO )pGpUDO GX
'pYHORSSHPHQW'XUDEOH7DEOHURQGHVXUOH&RPPHUFHLQWHUQDWLRQDOGXIpYULHU5pSRQVHV63)$IIDLUHVpWUDQJqUHV
PLQXWHVVHQWWRPHLQDSHUVRQDOFRPPXQLFDWLRQ
0RGH VHUYLFH OLEHUDOL]DWLRQDOORZV IRU WKHHVWDEOLVKPHQWRI D FRPPHUFLDOSUHVHQFH LHQRW MXVW WHPSRUDU\
PLJUDWLRQ LQ WKHSDUWQHUFRXQWU\E\D ILUPIURPWKHKRPHFRXQWU\ZLWKWKHSXUSRVHRISURYLGLQJVHUYLFHVRQ
ORFDWLRQDQGWKHUHIRUHVRPHLQYHVWPHQWIORZV
6HUYLFHSURYLVLRQRQORFDWLRQE\DSURYLGHUWKDWFURVVHVWKHERUGHU
 7KHPRGH SRVLWLRQ LVDOVR WDNHQ IURP WKH%ORHP FRPPHQWV EXW LV DOVRGHGXFHG IURPDGLVFXVVLRQ LQ WKH
IHGHUDO FRXQFLO RQ GXUDEOH GHYHORSPHQW LQ  LQ ZKLFK WKH PLQLVWU\ RI IRUHLJQ DIIDLUV VHW RXW LWV JHQHUDO
SRVLWLRQIRUPRGHOLEHUDOL]DWLRQLQDZD\WKDWZDVVXSSRVHGWRDSSO\IRUDOOGHDOVEHLQJQHJRWLDWHG,WVWDWHVWKDW





%HOJLXP·V GHIHQVLYH VWDNHZDV LQ VHUYLFHV DVZHOO ,W RSSRVHG WKH XVH RI ¶QHJDWLYH
OLVWV·IRUVHUYLFHVOLEHUDOL]DWLRQ$IWHUWKLVSRVLWLRQEHFDPHXQWHQDEOHLQWKH&RXQFLOLW
WULHGWRVKLHOGDQXPEHURIVHQVLWLYHVHFWRUVE\XVLQJUHVHUYDWLRQVERWKJHQHUDO(8





WKDW ZDV RQ SDU ZLWK WKH GHIHQVHV RIIHUHG E\ WKH %HOJLDQ %,7V EXW DOVR RQH WKDW
LQFOXGHG OLNH WKH %HOJLDQ PRGHO HQYLURQPHQWDO DQG VRFLDO FODXVHV DV ZHOO DV D
SURWHFWLRQRIWKH¶ULJKWWRUHJXODWHLQWKHSXEOLFLQWHUHVW·7KHUHDUHQRLQGLFDWLRQV
WKDW LWSOD\HGDSURDFWLYHUROH LQWKHUHIRUPRI,6'6WR ,&6$UHVSRQVHE\PLQLVWHU
5H\QGHUVWRDTXHVWLRQE\1*2VLQFODLPHGWKDW%HOJLXPVXSSRUWHGWKH¶DOUHDG\
UHIRUPHGDQGLPSURYHG·,6'6LQ&(7$EDODQFLQJWKHULJKWWRUHJXODWHZLWKLQYHVWRUV·
SURWHFWLRQV EXW WKDW LW ZRXOG ZRUN ZLWK WKH UHIRUP SURSRVDOV LQ ¶DQ DFWLYH DQG
FRQVWUXFWLYHPDQQHU·
,W ZDV VXSSRUWLYH RI WKH GHDO·V QRQPL[LW\ LH DFNQRZOHGJLQJ WKH (8·V H[FOXVLYH
FRPSHWHQFH,QWHUYLHZ&DELQHW5H\QGHUVEXWZKHQWKLVEHFDPHPRUH








VWDQGDUGV ZLWKRXW ILQHV EXW ZLWK PRQLWRULQJ DQG FRQVXOWDWLRQ SURFHGXUHV WKDW
LQFOXGHGVWDNHKROGHUVLHWUDGHXQLRQV)RU%HOJLXPWKHLQFOXVLRQRIVXFKFKDSWHUV
ZDVD¶UHGOLQH·
,Q  GXULQJ WKH ¶VLJQLQJ· SKDVHRI WKHGHDO WKH%HOJLDQSRVLWLRQZDVPRGLILHG
$IWHU WKH:DOORRQ JRYHUQPHQW KHHGHG LWV SDUOLDPHQWV· FDOO WR RSSRVH VLJQLQJ WKH
GHDOXQOHVVVRPHQHZGHPDQGVZHUHPHWWKH%HOJLDQSRVLWLRQFDOOHGIRULVWURQJHU
VDIHJXDUGV IRU DJULFXOWXUH LL PRUH DWWHQWLRQ IRU 60(V LLL D UHIRUP RI ,&6 LY







 1DDU DDQOHLGLQJ YDQ GH 5RQGH 7DIHO )5'2.DELQHW 0LQLVWHU 5H\QGHUV YDQ  RNWREHU  6HQW WR PH LQ D
SHUVRQDO FRPPXQLFDWLRQ 6HH DOVR )5'2²  )HEUXDUL  ² 4XHVWLRQV 	 5pSRQVHV 6HQW WR PH YLD SHUVRQDO
FRPPXQLFDWLRQ
 6RXUFH&RQVHLO )pGpUDO GX'pYHORSSHPHQW'XUDEOH  7DEOH URQGH VXU OH &RPPHUFH LQWHUQDWLRQDO GX  IpYULHU 
5pSRQVHV63)$IIDLUHVpWUDQJqUHVPLQXWHVVHQWWRPHLQDSHUVRQDOFRPPXQLFDWLRQ
6RXUFH4XHVWLRQG·$FWXDOLWpGH0PH=ULKHQiPLQLVWUHSUpVLGHQW0DJQHWWH-XO\&5,1













































































WKHVLV WKDW &62V PDQDJHG WR DOWHU RU VHW WKH %HOJLDQ SRVLWLRQ E\ OREE\LQJ WKH





DV IRU WKH 1HWKHUODQGV JLYHQ ZKDW ZH NQRZ DERXW WKH XVXDO SROLWLFV RI %HOJLDQ
WUDGHGHFLVLRQPDNLQJDQGWKHUROHRIFLYLOVRFLHW\LQLQIOXHQFLQJLWKRZOLNHO\LVLW
¶DSULRUL· WKDW WKH\ZHUH LQIOXHQWLDO LQ WKH&(7$FDVH LH WKDW WKH\FDUHGDERXW WKH
DJUHHPHQW WRRN SDUW LQ VRPH NLQG RI LQVLGHRXWVLGH OREE\LQJ DQG ZHUH DEOH WR
UHDFK DQG VRPHKRZ DIIHFW SROLF\PDNHUV· FRXUVH RI DFWLRQ" ,Q FRQWUDVW WR WKH
1HWKHUODQGVIRU%HOJLXPZHFDQUHO\RQVRPHRIWKHZRUNGRQHE\&UHVS\LQWUDFLQJ
LQWHUDOLD%HOJLDQ&62V·UROHLQWKHFRQWHVWDWLRQRIVHUYLFHVWUDGH2XULQWHUYLHZHHV
IURP WKH1*2VDQG WUDGHXQLRQVKDGDOVREHHQDFWLYH LQ WKLV ILHOG IRU DYHU\ ORQJ
WLPHDQGFRXOGRIIHUXVDPRUHKLVWRULFDOSHUVSHFWLYH
,Q WKH QLQHWLHV%HOJLDQ WUDGHXQLRQV DQGGHYHORSPHQW1*2VSOD\HG DQ LPSRUWDQW
UROHLQWKHRUJDQL]DWLRQDJDLQVWWKHPXOWLODWHUDODJUHHPHQWRQLQYHVWPHQW0$,KHUH
EXLOGLQJWKH¶DFWLRQUHSHUWRLUH·WKDWZRXOGUHWXUQLQPDQ\ODWHUVWUXJJOHV¶0$,IUHH
]RQHV· SDUOLDPHQWDU\ UHVROXWLRQV DQG D FRRUGLQDWHG WUDQVQDWLRQDO HIIRUW WKDW
FRPELQHGORFDODQGQDWLRQDOSROLWLFVZLWKXQLWHGFDPSDLJQVDWWKHLQWHUQDWLRQDODQG
(XURSHDQOHYHO&UHVS\,QWHUYLHZ$QRWKHUSHDNRFFXUUHG
DURXQG WKH:72·V6HDWWOHVXPPLW IROORZHGE\VXVWDLQHGDFWLYLVPWULJJHUHGE\ WKH
UHQHJRWLDWLRQDIWHURIWKHJHQHUDODJUHHPHQWRQWUDGHLQVHUYLFHV*$76DQG






RQ WKH RWKHU KDQG WKH\PDGH XVH RI QDWLRQDO DQG ORFDO FKDQQHOV )RU LQVWDQFH IRU
WKHLU*$76FDPSDLJQWKH\ZHUHKLJKO\VXFFHVVIXOLQIRVWHULQJDSHDNLQDWWHQWLRQLQ
WKH QDWLRQDO SUHVV DQG LQ HYHQWXDOO\ JHWWLQJ WKH %HOJLDQ SDUOLDPHQW WR SDVV WZR
FULWLFDO UHVROXWLRQV 7KH\ DOVR KDG FORVH WLHV WR D QXPEHU RI JRYHUQPHQWDO DFWRUV
QRWDEO\ WKH36ZKLFKZHUH QRW RQO\ UHFHSWLYH WR&62PRELOL]DWLRQEXWZHUH DOVR
KLJKO\FULWLFDORQWKHLURZQDFFRXQW&UHVS\
$SDUW IURP WKHPRELOL]DWLRQ RQ SXEOLF VHUYLFHV WKHUH KDYH DOVR EHHQ D QXPEHU RI
FDPSDLJQVRQRWKHULVVXHVVXFKDVRQWKH%HOJLDQELODWHUDOLQYHVWPHQWWUHDWLHVDOEHLW
ZLWKOHVVVXFFHVVLQJDUQHULQJWKHDWWHQWLRQIURPHLWKHUWKHSXEOLFRUWKHSDUOLDPHQW
,QWHUYLHZ    <HW KHUH WRR WKH\ VHHP WR KDYH EHHQ RFFDVLRQDOO\
LQIOXHQWLDO )RU H[DPSOH LQ  WKH 'HFHQW:RUN FRDOLWLRQ DWWDFNHG WKH %,7ZLWK


&RORPELD EHFDXVH RI ODFNLQJ VRFLDO SURYLVLRQV 7KH\ ODXQFKHG D SHWLWLRQ ZKLFK
ZDV VLJQHG E\   SHRSOH OHDGLQJ ILUVW WKH )OHPLVK JRYHUQPHQW DQG ODWHU
:DOORQLDWRUHMHFWWKHGHDOEORFNLQJLWVUDWLILFDWLRQ
$OWKRXJK WKH VWURQJ %HOJLDQ WUDGH PRYHPHQW IDGHG RXW DIWHU  ,QWHUYLHZ 
  WKLVQRQHWKHOHVVPHDQVWKDW WKHUHZHUHSOHQW\RI&62VWKDWKDG
ERWKDSRWHQWLDOVWDNHLQWUDGHWKHUHVRXUFHVWRPDNHVXUHWKH\NQHZDERXWDQ\QHZ







 DQG WKH WLJKW DOEHLW WR VRPH H[WHQW UHJLRQDOO\ VHFWLRQDOL]HG OLQNV EHWZHHQ
%HOJLDQFLYLOVRFLHW\RUJDQL]DWLRQVZHZRXOGKDYHH[SHFWHGWKLVDZDUHQHVVWRKDYH
VSUHDGWRDZLGHUJURXSRISURJUHVVLYH&62VRYHUWKHFRXUVHRI




RIIV IURPPRELOL]LQJ RQ WKHVHKLJKO\ WHFKQLFDO LVVXHVZHUH MXGJLQJ IURP WKHXVXDO
¶RXWVLGH·SROLWLFVRIWUDGHLQ%HOJLXPSUREDEO\ORZ+RZHYHUORRNLQJDWSDVWSHDNV
RI VXFFHVVIXO PRELOL]DWLRQ HVSHFLDOO\ LQ UHODWLRQ WR VHUYLFHV OLEHUDOL]DWLRQ WKLV
SHVVLPLVP VKRXOG EH TXDOLILHG &OHDUO\ &62V KDYH RFFDVLRQDOO\ EHHQ DEOH WR
RYHUFRPH WKH ODFNOXVWHU SDUOLDPHQWDU\ DQGSXEOLF LQWHUHVW LQ WUDGH DQGKDYH EHHQ
FDPSDLJQLQJRQWUDGHDQGLQYHVWPHQWLVVXHVIRUGHFDGHV
,QIOXHQFH
$V WKH H[DPSOHV RI WKH&RORPELD %,7 DQG WKH VHUYLFHV·PRELOL]DWLRQV VKRZ&62V
DSSHDU WR KDYH EHHQ DW OHDVW RFFDVLRQDOO\ VXFFHVVIXO DW H[HUWLQJ LQIOXHQFH RQ WKH
%HOJLDQVWDQFH$FFRUGLQJWRP\VRXUFHIURPWKH&KULVWLDQWUDGHXQLRQ%HOJLDQKDV
DOVR EHHQ RI WKHPRUH SURJUHVVLYH YRLFHV LQ WKH &RXQFLO PRUH JHQHUDOO\  DW OHDVW
SDUWLDOO\EHFDXVHRI&62OREE\LQJ+RZHYHU WKLVUKHWRULFDOVXSSRUWIRUVXVWDLQDEOH
GHYHORSPHQWKDVLQSUDFWLFHRIWHQEHHQWUXPSHGE\RIIHQVLYHWUDGHLQWHUHVWVIRVWHUHG
E\ EXVLQHVV OREE\LQJ DQG WKH PRUH OLPLWHG UHFHSWLYLW\ RI WKH OLEHUDO SDUWLHV
,QWHUYLHZ$&9
:RXOG ZH KDYH H[SHFWHG WKHP WR EH LQIOXHQWLDO LQ &(7$" :K\ ZRXOG ZH KDYH
H[SHFWHGWKHPWRVXFFHHGRUIDLO"
)LUVW WKH\ ZRXOG KDYH KDG WR GHFLGH WR SHUIRUP VRPH SROLWLFDO DFWLYLW\ RQ WKLV










¶FDPSDLJQDELOLW\· RID WUDGHGHDOZLWK&DQDGDDQG WKH ORZ LQWHUHVWRIPXFKRIWKH
&62V·PHPEHUVKLS LQ WKHVH WHFKQLFDO LVVXHVZHZRXOGQRWKDYH H[SHFWHG WKHP WR
ODXQFK D ELJ ¶RXWVLGH· FDPSDLJQ+RZHYHU JLYHQ WKH IDFW WKDW WKH\ KDG GHGLFDWHG
SHUVRQQHOZRUNLQJRQ WUDGHDQGWKHLUSULRUH[SHULHQFHZLWKFDPSDLJQLQJRQWKHVH
LVVXHV DQ DEVHQFH RI PRUH OLPLWHG LQVLGH DQG RXWVLGH OREE\LQJ ZRXOG KDYH EHHQ
HTXDOO\VXUSULVLQJ
6HFRQGLWVHHPVH[WUHPHO\OLNHO\WKDWWKH\ZRXOGKDYHEHHQDEOHWRDFFHVVGHFLVLRQ
PDNHUV *LYHQ WKH PXOWLSOLFLW\ RI H[HFXWLYHV WKH YDULHW\ RI SDUWLHV SUHVHQW LQ
%HOJLXP·VPDQ\ JRYHUQPHQWV DQGSDUOLDPHQWV DQG WKH WUDGLWLRQDO OLQNV RI VHYHUDO
&62V ZLWK WKHVH SDUWLHV QXPHURXV DFFHVV SRLQWV PXVW KDYH EHHQ DYDLODEOH





EHHQ TXLWH OLPLWHG :H ZRXOG WKXV KDYH H[SHFWHG HDV\ LQVLGH DFFHVV EXW PRUH
OLPLWHG PRELOL]DWLRQ RI WKH RXWVLGH FKDQQHOV HJ D QXPEHU RI SDUOLDPHQWDU\
TXHVWLRQVEXWQRVXVWDLQHGSDUOLDPHQWDU\DFWLYLVP
7KDW WKLVDFFHVVZHUH WR WUDQVODWH LQWR LQIOXHQFHDSSHDUV OHVV OLNHO\)LUVW JLYHQ WKH






FRXUVH WKH  HOHFWLRQV RIIHUHG DQ RSSRUWXQLW\ LQ WKLV UHVSHFW EHFDXVH D ODUJH




ZHOO DV WKH 36 KDG EHHQ KLJKO\ FULWLFDO ¶,Q %HOJLXP ZKLOH WKH OLEHUDOV GLG QRW GDUH
RSSRVLQJWKHFULWLFVRI ¶%RONHVWHLQ· LQ WKHIDFHRISXEOLFPRELOL]DWLRQQRDJUHHPHQWFRXOGEH
IRXQG EHWZHHQ WKH VRFLDOLVWV DQG WKH OLEHUDOV ZLWKLQ WKH IHGHUDO FRDOLWLRQ JRYHUQPHQW DQG
LURQLFDOO\%HOJLXPHYHQWXDOO\DEVWDLQHGGXULQJWKHYRWH LQ WKH&RXQFLO· &UHVS\S
*LYHQLWKHORZVDOLHQFHRILVVXHVDQGWKHGXELRXVHOHFWRUDOJDLQVWREHUHDSHG
IURPLQYHVWLQJLQWKHPSROLWLFDOO\EXWDOVRLLWKHH[SHFWDWLRQWKDWWKH)OHPLVKDQG





(8 DFFRUG , EHOLHYH VXEVWDQWLDO VNHSWLFLVP DERXW WKH SURVSHFWV IRU &62 LQIOXHQFH
ZRXOGKDYHEHHQZDUUDQWHG
$OO LQDOO LIZHWU\DQGIRUJHWZKDWZH¶NQRZ·DERXW WKHFDVHDQGWU\WRDUWLILFLDOO\
FRQQHFW WKHRU\ ZLWK WKH EDFNJURXQG IHDWXUHV RI WKH FDVH DV GHVFULEHG LQ WKH




WKLQN ZH·G QHHG VRPH IDLUO\ VWURQJ HYLGHQFH LH WKH PHFKDQLVP VKRXOG QRW MXVW
VXUYLYH IDOVLILFDWLRQ EXW VKRXOG DOVR EH DEOH WR JHQHUDWH SLHFHV RI FRQILUPDWRU\
¶XQLTXH·ILQJHUSULQWV
 
7KH SUHVHQFH RI WKHVH YDULRXV VWHSV FDQ EH WHVWHG E\ ORRNLQJ IRU LQWHU DOLD WKH
IROORZLQJHYLGHQFH
6HTXHQFH HYLGHQFH SRVLWLRQLQJ·DFWLRQ· E\ &6 EHIRUH FKDQJH LQ SROLF\PDNHUV·
SRVLWLRQ QR SULRU DWWHPSWV RI SROLF\PDNHUV WR DOWHUFRRUGLQDWH SRVLWLRQ RI &6 QR
SXEOLFGLVFXVVLRQPRELOL]DWLRQEHIRUHFLYLOVRFLHW\DFWLRQ
7UDFHHYLGHQFHSROLF\PDNHUV¶LQJHVWLQJ·&6·VPDWHULDOSUHVVXUHHJPHGLDUHSRUWV
RI PRELOL]DWLRQ UHSRUWV RI FRQWDFWV EHWZHHQ SROLF\PDNHUV DQG &6 FKDQJHV LQ
SROLF\PDNHUV· SRVLWLRQV HJ SXEOLF VWDWHPHQWV SROLF\QRWHV SULYDWH UHPDUNV«
DWWHPSWV WR FKDQJH WKH %HOJLDQ SRVLWLRQ HJ SROLF\QRWHV JRYHUQPHQW VWDQFHV
UHVROXWLRQV LQWUDSDUW\ PDQHXYHULQJ « D VKLIW LQ WKH %HOJLDQ SRVLWLRQ DV
FRPPXQLFDWHGWRZRUNHGIRURQ(XURSHDQOHYHO
$FFRXQW HYLGHQFHSROLF\PDNHUV DWWULEXWLQJ WKHLU FKDQJLQJSRVLWLRQ WR&6 DFWLRQV
LQSULYDWHFRQYHUVDWLRQDQLQWHUYLHZLQWKHSUHVVSXEOLFVWDWHPHQWV







&(7$ DQG WR FKHFN LI WKH\ ILW WKH HYLGHQWLDO FULWHULD ODLGRXW7KH VWUXFWXUHRI WKLV
HPSLULFDO DQDO\VLV IROORZV WKHPHFKDQLVP LZHUH WKH\ DZDUH RI&(7$ DQG LI VR
ZKHQDQGKRZFRPH"LLGLGWKH\WDNHLQDSRVLWLRQDQGLLLGLGWKH\GHYHORSDQ\
NLQGRI LQVLGHRURXWVLGH DFWLYLW\")RU WKHHDVHRISUHVHQWDWLRQKRZHYHU DIWHU L ,
ILUVW JLYH D ELUG·V H\H FKURQRORJLFDO RYHUYLHZ RI WKH DFWLYLWLHV WKDW WKH &62V
GHYHORSHG RQ &(7$ DQG 77,3 EHIRUH PRYLQJ RQ WR WKHLU SRVLWLRQLQJ DQG WKH
GHWDLOVRIWKHLULQVLGHRXWVLGHZRUN





YHU\ HDUO\ VWDJH DQG D JURXS WKDW RQO\ EHFDPH DFWLYH RQ WKH PDWWHU DIWHU WKH
SROLWLFL]DWLRQ RI 77,3 KDG DOUHDG\ FRPPHQFHG ² RIWHQ EHFDXVH RI WKH DZDUHQHVV








LQ  KDG QRQHWKHOHVV FRQWLQXHG WR PHHW RQ D UHJXODU EDVLV JDWKHULQJ &1&'
 WKHWKUHHELJWUDGHXQLRQV)26:HUHOGVROLGDULWHLWDQG2[IDP6ROLGDULWHLW
7KH ZRUN RI WKLV FRDOLWLRQ KDG H[SDQGHG WR WUDGH DQG LQYHVWPHQW GULYHQ LQ
FRQVLGHUDEOH SDUW E\ WKH H[SHUWLVH RI &1&' DQG  7KHVH ODWWHU VLVWHU
RUJDQL]DWLRQVKDGEHHQIROORZLQJWKHWUDGHDJHQGDFORVHUWKDQDQ\RWKHUJURXSVDQG
KDG EXLOW XS FRQVLGHUDEOH H[SHUWLVH LQ WKH PDWWHU ,QWHUYLHZ   




&RORPELD DQG 3HUX DQG WKH DVVRFLDWLRQ DJUHHPHQW ZLWK &HQWUDO $PHULFD ,Q WKH
\HDUVEHIRUH77,3WKH\DOVRGLGVRPHZRUNRQWKH'&)7$VZLWK7XQLVLD0RURFFR
(J\SW DQG -RUGDQ $ORQJ ZLWK 2[IDP WKH\ KDG DOVR GRQH D ORW RI ZRUN RQ






KDG IXQGLQJ IRU RQH SDLG KDOIWLPH FRRUGLQDWRU ZKLFK ZDV HQRXJK WR NHHS WKH
PHHWLQJVJRLQJDQGWRVHQGRXWHPDLOVDERXWWKHZRUNRIWKHQHWZRUN7KHQHWZRUN
ZDVDZDUHWKDWWKH/LVERQ7UHDW\KDGH[SDQGHGWKH(8·VWUDGHFRPSHWHQFHWRDOVR
LQFOXGH LQYHVWPHQW DQG WKH\ KDG VRRQ DIWHUZDUGV VWDUWHG OD\LQJ WKH DQDO\WLFDO
JURXQGZRUN IRU FDPSDLJQV RQ IXWXUH WUDGH GHDOV %HFDXVH WKH &(7$ PDQGDWH
LQFOXGHG DQ LQYHVWPHQW FKDSWHU IURP  RQ WKH QHJRWLDWLRQVZLWK&DQDGDZHUH
FORVHO\ VFUXWLQL]HG+RZHYHU WKHLU FDPSDLJQRQ WKLV LVVXH LQLWLDOO\ UHPDLQHGTXLWH
OLPLWHGDQGGLGQRWVXFFHHGLQDWWUDFWLQJPXFKDWWHQWLRQ6WLOO LWZDVWKDQNVWR6%




77,3 DV DQ RSSRUWXQLW\ WR ZLGHQ WKH VFRSH RI WKH SXEOLF·V DQG FLYLO VRFLHW\
LQYROYHPHQW LQ WUDGH IRU WKH ILUVW WLPH DQ )7$ ZDV WKUHDWHQLQJ WR FKDQJH (8
UHJXODWLRQVLQVWHDGRIMXVWDIIHFWLQJWKLUGGHYHORSLQJFRXQWULHV&1&'DQG
VWDUWHG FRPPXQLFDWLQJ WR FLYLO VRFLHW\ ERWK ZLWKLQ %HOJLXP DQG WKURXJK WKHLU
(XURSHDQQHWZRUNVWRH[SODLQKRZ77,3ZDVH[SDQGLQJWUDGHWRUHJXODWRU\DIIDLUV
DQG ZK\ WKLV FDOOHG IRU HQYLURQPHQWDO 1*2V FRQVXPHU RUJDQL]DWLRQV DQG RWKHU
VHFWLRQVRIFLYLOVRFLHW\WRFRPHWRJHWKHU:KHQWKH77,3FDPSDLJQZDVVWDUWHGWKH\




:LWKLQ%HOJLXP WKHILUVWPHHWLQJV WKDW WKH\RUJDQL]HG LQDQGZHUHZLWK
WKH WUDGH XQLRQV 2QO\ LQ  GLG WKH\ PDQDJH WR ZLGHQ WKLV FRDOLWLRQ ZLWK WKH
HQYLURQPHQWDO1*2V WKH KHDOWK IXQGV DQG WKH KXPDQ ULJKWV OHDJXHV ,QWHUYLHZ 
&1&'
7KLV QDUUDWLYHZDV EURDGO\ FRQILUPHG E\ WKH XQLRQV $FFRUGLQJ WR WKH &KULVWLDQ
WUDGHXQLRQWKH1*2V LQGHHGSRVVHVVHGPRUHH[SHUWLVHRQWUDGH LVVXHVDVZHOODV
WKHWLPHDQGPHDQVWRKDYHSHRSOHIROORZWKLVGRPDLQIXOOWLPH²DOWKRXJKWKHODERU
XQLRQV KDG PRUH SROLWLFDO OHYHUDJH DQG D VWURQJHU SRWHQWLDO IRU PRELOL]DWLRQ
,QWHUYLHZ  $&9  :LWKLQ $&9 WKHUH ZHUH WKUHH SHRSOH ZRUNLQJ RQ WUDGH
LVVXHV DW WKHSHDN OHYHO WR VRPH H[WHQW DQG WKH VHFWRUV DOO KDG SHRSOH LQ WKHLU
¶LQWHUQDWLRQDO·GHSDUWPHQWVWKDWZHUHDOVRSD\LQJDWWHQWLRQWRWKLVGRPDLQ+RZHYHU
RQDYHUDJHLWZDVGLIILFXOWWRVWHHUWKHRUJDQL]DWLRQ·VDWWHQWLRQWRZDUGVWUDGHLVVXHV
HVSHFLDOO\ DW WKH ORZHU OHYHOV$%99 DOVR DFNQRZOHGJHG WKDW WKH\ KDG EHHQPRUH
TXLHWRQWUDGHSULRUWRDQGWKDWWKH\KDGQRWVSHQWPXFKUHVRXUFHVWUDFNLQJWKH
LVVXH 7KLV FKDQJHG DIWHU WKH1*2V DOHUWHG WKHP DERXW 77,3 DQG ODWHU &(7$ DQG
7L6$ WKH\ DFNQRZOHGJHG WKDW WKLV ZDV D QHZ JHQHUDWLRQ RI )7$V ZLWK D FOHDU
GHUHJXODWRU\GLPHQVLRQDQG2(&'FRXQWU\SDUWQHUVLQVWHDGRIGHYHORSLQJQDWLRQV
ZDUUDQWLQJ WKHLU DWWHQWLRQ 6RPHRQH IURP WKH UHVHDUFK GHSDUWPHQW ZDV WDVNHG WR
VSHQGDERXWDWKLUGRIKLVWLPHRQWKHELODWHUDODJUHHPHQWV,QWHUYLHZ$%99
+RZHYHU WKHXQLRQVZHUHQRWKRPRJHQHRXVEORFNV2QDYHUDJH WKHVHFWLRQV IURP
:DOORQLDKDGDPRUHLGHRORJLFDODQGGHIHQVLYHYLHZRIWUDGHZKLOHWKHVHFWLRQVIURP
)ODQGHUVZHUH ¶PRUHSUDJPDWLF· DQGKDGD ODUJHUVWDNH LQ IUHH WUDGH ¶WKHSRUWV DUH LQ
)ODQGHUV· ,Q &(7$77,3 WKLV WUDQVODWHG LQWR TXLWH GLIIHUHQW SDWWHUQV RI
PRQLWRULQJ DQG FDPSDLJQLQJ ² PRVWO\ DORQJ FRPPXQLWDULDQ OLQHV 7KH XQLRQV·
LQYROYHPHQW ZDV PXFK VWURQJHU LQ :DOORQLD LQ WHUPV RI JHQHUDO DZDUHQHVV DQG
FRRUGLQDWLRQSDUWLFLSDWLRQEXWDOVRLQWHUPVRISUDFWLFDOFDPSDLJQLQJDVLWZDVIRU
H[DPSOH IDU KDUGHU WRPRELOL]HPHPEHUV IRUPDQLIHVWDWLRQV QRUWK RI WKH ODQJXDJH
ERUGHU 7KHUH ZHUH DOVR GLIIHUHQFHV DPRQJ WKH VHFWRUV 7KH SXEOLF VHUYLFH XQLRQV
ZHUH IDUPRUH DFWLYH DQGPRUH RXWVSRNHQZKLOH WKH LQGXVWULDO VHFWRUVZHUHPRUH
FDUHIXODZDUHRIWKHLUGHSHQGHQFHRQH[SRUWV:LWKLQWKH$&9IRUH[DPSOHWKH&1(
WKH )UHQFKVSHDNLQJZLQJ RI WKH VHFWRUDO XQLRQ IRU SULYDWH VHUYLFHV  KDG DOZD\V
SDLG PRUH DWWHQWLRQ WR WUDGH SROLWLFV DQG WKH\ SOD\HG DQ LPSRUWDQW UROH LQ WKH
FDPSDLJQRQ77,3&(7$,QWHUYLHZ$&97KH&1(ZDVRQHRIWKHXQLRQV·



















WKH)*7%KDG LQ VWDUWHG LQYHVWLJDWLQJWKH(8·VSODQV WR FUHDWH D WUDQVDWODQWLF
PDUNHW$IWHU VRPH UHVHDUFK WKH\ FDPH WREHOLHYH WKDW WKH(8ZDV LQ IDFWPRYLQJ




WKHUHZDVDOUHDG\DQHWZRUNRISHRSOH WKDWZDVZHOOLQIRUPHG RUZKRNQHZ WKH\
FRXOGWXUQWR1R7UDQVDWIRUIXUWKHULQIR,QWHUYLHZ1R7UDQVDW+RZHYHU
1R7UDQVDWEDUHO\SDLGDQ\DWWHQWLRQ WR&(7$7KLVRQO\ FKDQJHGDIWHU WKH&1&'
DOHUWHGWKHPDERXWWKLVYHU\VLPLODUGHDOZKLFKE\WKHQKDGDOUHDG\EHHQFRQFOXGHG
6RRQDIWHUWKLV WKH\EHJDQ WRV\VWHPDWLFDOO\ LQFOXGH&(7$DORQJVLGH77,3 LQDOORI
WKHLU XVXDO FRPPXQLFDWLRQV DQG DUJXPHQWV 7KHQ DIWHU WKH OHJDO VFUXEELQJ SKDVH
FRPPHQFHGWKH\DOVRVWDUWHGDQDO\]LQJZLWKWKHFRDOLWLRQ&(7$·VGUDIWV)URPWKH
IDOO RI  WKH\RUJDQL]HGPHHWLQJVSUHVHQWDWLRQV DQGEULHILQJVXVLQJDUJXPHQWV
WKDW ZHUH EDVHG RQ DQG LOOXVWUDWHG ZLWK H[SOLFLW H[DPSOHV IURP &(7$·V WH[WV
,QWHUYLHZ1R7UDQVDW
 
7KHQ WKHUH ZDV D JURXS RI RWKHU DFWRUV WKDW ZHUH DFWLYDWHG RQO\ DIWHU WKH 77,3
QHJRWLDWLRQVJRWXQGHUZD\
2QH RI WKHPZDV WKH %HOJLDQ FRQVXPHU·V RUJDQL]DWLRQ7HVW$DQNRRS7HVW$FKDWV
7HVW$DQNRRS3ULRUWR WKLVDVVRFLDWLRQKDGQHYHUVSHQWPXFKWLPHRQWUDGH
DJUHHPHQWV 7UDGH QHJRWLDWLRQVPRVWO\ OHG WR ORZHUHG WDULIIV ZKLFK D FRQVXPHUV·
RUJDQL]DWLRQFRQVLGHUHGDJRRGWKLQJ,QKRZHYHUWKH\ZHUHFRQWDFWHGE\WKHLU
(XURSHDQIHGHUDWLRQWKH%(8&ZKLFKH[SODLQHGWKDWWKLVWLPHWKHVWDNHVZHUHYHU\
GLIIHUHQW 77,3 &(7$ DQG 7L6$ ZHQW EH\RQG WDULIIV E\ LQFOXGLQJ DJUHHPHQWV RQ
LQWHUDOLDQRUPVVDIHW\VWDQGDUGVKHDOWKULVNVDQGSXEOLFVHUYLFHV$WWKLVWLPH¶E\
WKH WLPH %(8& UHDOL]HG ZKDW ZDV EHLQJ GLVFXVVHG LQ 77,3· &(7$ KDG DOUHDG\ EHHQ
FRQFOXGHG7HVW$DQNRRSDOVREHOLHYHGWKLVDJUHHPHQWZDVOHVVSUREOHPDWLFEHFDXVH
LWVSURYLVLRQVRQUHJXODWRU\FRRSHUDWLRQZHUHYROXQWDU\DQGEHFDXVHLWFRQFHUQHGD
VPDOOHU PDUNHW 7KH\ QRQHWKHOHVV WRRN SDUW LQ WKH ZLGHU 77,3&(7$ FDPSDLJQ
,QWHUYLHZ7HVW$DQNRRS
7KH VHFRQG JURXS RI YHU\ ODUJH DFWRUVZHUH WKH 6RFLDOLVW &KULVWLDQ /LEHUDO DQG
QHXWUDOKHDOWK IXQGV $FFRUGLQJ WR D VRXUFH IURP WKH&KULVWLDQ KHDOWK IXQG WKHVH
RUJDQL]DWLRQVKDGQ·WGRQHDQ\HDUOLHUZRUNRQWUDGHWKH\RQO\EHFDPHDFWLYHRQWKLV
LVVXH ZLWK 77,3 LQ  7KH\ ODUJHO\ FDPH WR WKHLU DQDO\VLV DXWRQRPRXVO\
LQGHSHQGHQW IURP WKH RWKHU &62V RU (XURSHDQ RUJDQL]DWLRQV ,Q WKH LQWHUKHDOWK
IXQGFROOHJHLQWHUPXWXDOLVWLVFKFROOHJHWKHUHZHUHDVHULHVRIZRUNLQJJURXSVRQHRI
ZKLFKZDV IRFXVHGRQ(XURSH$W WKH HQG RI  WKLVZRUNLQJ JURXSGHFLGHG WR
FUHDWHDWDVNIRUFHGHGLFDWHGWR77,37KH\KHOGPHHWLQJVHYHU\RWKHUPRQWKWRVWXG\
WKHQHJRWLDWLRQVDQGFRPHWRMRLQWLQLWLDWLYHV7KHLUDQDO\VHVVKRZHGWKDW77,3ZRXOG
LQGHHG EH D WKUHDW 7KH ELJJHVW IHDU RI WKH KHDOWK IXQGV ZDV UHODWHG WR WKH
OLEHUDOL]DWLRQRISXEOLF VHUYLFHV7KH\ZHUHQ·W DIUDLGRI$PHULFDQ LQVXUHUV HQWHULQJ
WKHPDUNHWV EXW RI SULYDWH %HOJLDQ LQVXUHUV GRLQJ VR WKH\ ZHUH VFDUHG WKH )7$V










¶77,3·V EDFNGRRU· EXW WKH\ RQO\ EXPSHG LQWR &(7$ EHFDXVH RI 77,3 ,QWHUYLHZ 
&KULVWLDQ +HDOWK )XQG E $IWHU WKH KHDOWK IXQGV SXW RXW WKHLU ILUVW PXWXDO
SRVLWLRQSDSHURQ77,3 WKH ILUVWSROLWLFDOGRVVLHU WKDWKDGHYHUEHHQ FDUULHGE\DOO
ILYH KHDOWK IXQGV WKH RWKHU PHPEHUV RI WKH  0D\ FRDOLWLRQ VHH EHORZ UDSLGO\
DVNHGWKHPWRMRLQWKHLUFDPSDLJQLELG
7KLUGO\*UHHQSHDFHKDGLQWKHSDVWZRUNHGRQWUDGHSROLF\EXWWKLVKDGLQUHFHQW
\HDUV EHHQ SXVKHG WR WKH EDFNJURXQG E\ RWKHU SULRULWLHV :LWKLQ *UHHQSHDFH





OREE\LQJ RU SROLWLFDO ZRUN WKH\ MXVW VXSSRUWHG WKH RQJRLQJ FDPSDLJQ ZLWK SUHVV
VWDWHPHQWV FDOOV IRUSURWHVWV HW FHWHUD ,QKLQGVLJKWP\ VRXUFH DFNQRZOHGJHG WKDW
WKLVZDV D SLW\ EHFDXVH D UHODWHG GRVVLHU &(7$ WXUQHG RXW WR EH KLJKO\ SROLWLFDO
6WLOOWKH\GLGMRLQWKHFDPSDLJQLQ,QWHUYLHZ*UHHQSHDFH%(
)LQDOO\ DKHWHURJHQHRXV JURXSRIRWKHURUJDQL]DWLRQVJRW LQYROYHG 6RPHRI WKHVH
DUHGLVFXVVHGEHORZEXW,GLGQRWWKLQNLWZRXOGEHZRUWKZKLOHWRVWXG\LQGHWDLOWKH
PRQLWRULQJ LQWHUQDOGHFLVLRQPDNLQJRIDOO WKHVHJURXSV LQ UHODWLRQ WR&(7$77,3
WKH DERYH RYHUYLHZ HQFRPSDVVHV WKH SULQFLSDO SOD\HUV ERWK LQ &(7$ DQG LQ WKH






WKHLU PHPEHUVKLS LQ WKH (XURSHDQ QHWZRUNV 7KH\ZRUNHG RQ WKH GHDO ZKHQ WKH
QHJRWLDWLRQVZHUHVWLOORQJRLQJ
+RZHYHU WKH\ ZHUH RQO\ DEOH WR H[SDQG WKLV LQWHUHVW WR D ZLGHU JURXS RI DFWRUV
ZKHQ WKH 77,3 QHJRWLDWLRQV JRW VWDUWHG VXSSRUWHG E\ WKH VRPHZKDW LGLRV\QFUDWLF
UROHRI1R7UDQVDW,QSDUWWKHVHWUDGHWDONVZLWKWKH86ZHUHDEOHWRDWWUDFWDYDULHW\
RI RUJDQL]DWLRQV· DWWHQWLRQ EHFDXVH RI WKH VXEVWDQFH RI WKH QHJRWLDWLRQV IHDUV RI
GHUHJXODWLRQORZHUHGQRUPVSULYDWL]DWLRQ«EXWWKH\ZHUHDOVRFRQVLGHUHG¶JRRG
FDPSDLJQPDWHULDO·LHDQLVVXHWKDWRUJDQL]DWLRQVZRXOGEHDEOHWRPDNHZRUNZLWK
WKH SXEOLF RU WKDW ZDV DOUHDG\ VWLUULQJ XS WKHLU PHPEHUVKLS $OWKRXJK VRPH ELJ
SOD\HUV 7HVW$DQNRRS WKH KHDOWK IXQGV DUULYHG DW D VNHSWLFDO VWDQFH RQ 77,3
LQGHSHQGHQWO\IURPRWKHU%HOJLDQDFWRUV WKH¶YDQJXDUG·VDQDO\WLFDOJURXQGZRUNDV
ZHOODVWKHGHQVHQHWZRUNRI&62V·UHODWLRQVHVSHFLDOO\WKHFRUHGLVVHPLQDWLQJUROH









WKH PDMRU PHPEHUV RI WKLV FRDOLWLRQ WKHUH ZDV QR LQGLFDWLRQ ZKDWVRHYHU WKDW




+RZ GLG WKH OREE\ DQG FDPSDLJQ ZRUN RI WKHVH RUJDQL]DWLRQV XQIROG" %HIRUH
H[SDQGLQJ RQ WKHLU VXEVWDQWLYH SRVLWLRQLQJ RQ&(7$ , ZLOO ILUVW JLYH D ELUG·V H\H
RYHUYLHZ RI WKHPDLQ GHYHORSPHQWV 7KLV LV WKHQ XQSDFNHG LQ PRUH GHWDLO LQ WKH
VHFWLRQRQWKHLULQVLGHDQGRXWVLGHDFFHVV
$VZDVGLVFXVVHG DERYH FLYLO VRFLHW\ VHYHUHO\ WXQHGGRZQ LWV WUDGHSROLWLFDOZRUN
DIWHU WKH HDUO\ VZLWK WKHSDUWLDO H[FHSWLRQRI WKH'HFHQW:RUN&RDOLWLRQ 6%
FRQWLQXHGLWVZRUNKRZHYHU$VSDUWRIWKHQHWZRUN&1&'DOVRFRQWLQXHG
EXLOGLQJ H[SHUWLVH HYHQRQ LVVXHV WKDW IRU RWKHURUJDQL]DWLRQVZHUHPRUHGLIILFXOW
OLNH WUDGH LQ VHUYLFHV :KHQ LW EHFDPH FOHDU WKDW LQWHUQDWLRQDO LQYHVWPHQW ZRXOG
EHFRPHD(8FRPSHWHQFHZLWKWKH/LVERQ7UHDW\WKH\LPPHGLDWHO\VWDUWHGVWXG\LQJ




ZLWK WKH 'HFHQW :RUN FRDOLWLRQ WKH\ VHQW RXW OHWWHUV DERXW LQYHVWPHQW DQG
LQYHVWPHQW SURWHFWLRQ WR WKH &RPPLVVLRQ DQG WR WKH %HOJLDQ JRYHUQPHQW LQ 
0HHWLQJ UHSRUWV VKRZ WKDW WKH\ DOVR UDLVHG WKLV LVVXH LQ WKH )HGHUDO &RXQFLO RQ
6XVWDLQDEOH 'HYHORSPHQW )5'2 7RJHWKHU ZLWK WKH XQLRQV WKH\ DOVR LQTXLUHG
DERXW %HOJLXP·V SRVLWLRQ RQ VXVWDLQDEOH GHYHORSPHQW DQG VHUYLFHV OLEHUDOL]DWLRQ
LQFOXGLQJ EXW QRW OLPLWHG WR WKH QHJRWLDWLRQV ZLWK &DQDGD DV ZHOO WKH QHJDWLYH
OLVWLQJPHWKRGLQ&(7$UHPDUNHGWKDWDWWKHWLPH&DQDGLDQXQLRQVDQG




DQDO\VHV KDG EXLOW DUJXPHQWV RQ LQYHVWPHQW DQG ,6'6 7RJHWKHU ZLWK 6% WKH\
VWDUWHG VSUHDGLQJ WKH ZRUG 7KLV EXGGLQJ FDPSDLJQ ZDV TXLFNO\ SLFNHG XS E\ D
FRXSOHRIJURXSVRQHRIWKHRUJDQL]DWLRQVWKDWZDVLPPHGLDWHO\SOXJJHGLQZDV1R
7UDQVDW,QWHUYLHZ,QWHUYLHZ&1&'$VGHVFULEHGDERYH
1R 7UDQVDW ZDV DZDUH RI WKH HDUOLHU DWWHPSWV DW DQ (886 )7$ DQG KDG EHHQ












LQ WZR VRPHZKDW WKH OLQHV DUH RIWHQ EOXUU\ SDUDOOHO FRDOLWLRQV 2QH ZDV PRUH
DFWLYLVW DQG PRELOL]DWLRQ RULHQWHG WKH RWKHU ZDV D FRDOLWLRQ RI ELJJHU PRUH
¶LQVWLWXWLRQDO·SOD\HUV&1&'SOD\HGDQLPSRUWDQWFRRUGLQDWLQJUROHLQDOORIWKHP
7KHDFWLYLVWJURXSZDVNLFNVWDUWHGE\1R7UDQVDWZKLFKDOOLHGZLWK$OWHU(XURSHD
JURXS WKDW KDG EHHQ SURWHVWLQJ DJDLQVW (8 DXVWHULW\ SROLFLHV LQ )UHQFK VSHDNLQJ
%HOJLXP WR FUHDWH ' LQ  7KLV PRUH UDGLFDO ¶FRDOLWLRQ RI WKH ZLOOLQJ·
DVVHPEOHG VPDOO VHFWLRQV RI WKH WUDGH XQLRQV WRJHWKHU ZLWK VRPH ZRPHQ·V
PRYHPHQWV DQG IDUPHUV· RUJDQL]DWLRQV ² LQ SDUWLFXODU WKH PLON SURGXFHUV ,W
H[SDQGHGYHU\UDSLGO\DQGE\JDWKHUHGDERXWPHPEHUVVXEVHFWLRQVRIWKH
&KULVWLDQDQGVRFLDOLVW WUDGHXQLRQVZRPHQ·VPRYHPHQWVDQWLSRYHUW\QHWZRUNV
SHDFH PRYHPHQWV DQWLDXVWHULW\ RUJDQL]DWLRQV IDUPHUV· JURXSV KXPDQ ULJKWV





RI WKLVHDUO\HQHUJ\ZDVDW WKH)UDQFRSKRQHVLGHRI WKHFRXQWU\DQGWKLVUHPDLQHG
WUXH GXULQJ WKH UHVW RI WKH FDPSDLJQ    ,QWHUYLHZ  &1&' 
,QWHUYLHZQG',QWHUYLHZQG
,QSDUDOOHOWKHUHZHUHDWWHPSWVWREXLOGDELJJHUFRDOLWLRQEHWZHHQWKHELJJHUPRUH
LQVWLWXWLRQDOL]HGSOD\HUV 7KH ILUVW VWHSKHUHZDV WRXQLWH WKH1*2VDQG WKH WUDGH
XQLRQV$WILUVWWKLVZDVGLIILFXOWEHFDXVHWKHXQLRQVZHUHDWILUVWVWLOOLQGRXEWDERXW
WKHLU SRVLWLRQ &RQWUDU\ WR VRPH RI WKH IDUOHIW DQG DOWHUJOREDOLVW PRYHPHQWV
SDUWLFLSDWLQJ LQ WKHFDPSDLJQ WKH%HOJLDQ WUDGHXQLRQV VXSSRUW IUHH WUDGH DV VXFK
,QWHUYLHZ$%99,QWHUYLHZ$&97KHXQLRQ·VIRFXVZDVPRVWO\RQ

 ,Q  WKHLUPHPEHUV LQFOXGHG$VVRFLDWLRQ  (XUR DFWLHFRPLWpV )0%(0%$&2'/5%%UXVVHO 2[IDP
6ROLGDULWHLW&OLPD[LDQG&RQVWLWXDQWHEH%\-XO\ WKLVJURXSKDGJURZQH[SRQHQWLDOO\DQGQRZLQFOXGHG
$&2'&*63/5%$/5$&9 MRQJHUHQEUXVVHO&6& MHXQHVE[O$JLUSRXU OD3DL[$OWHU6XPPLW$VVRFLDWLRQV
$VVRFLDWLRQ&XOWXUHOOH-RVHSK-DFTXHPRWWH$&--$77$&/LqJH$77$&:DOORQLH%UX[HOOHV%$315pVHDX
















¶DJHQGD· ODXQFKHG E\ WKH ,/2 LQ  WUDGH DQG LQYHVWPHQW SROLF\ VKRXOG KHOS VSUHDG (XURSHDQ OLYLQJ




D VHULHV RI LQVWLWXWLRQDO LVVXHV OLNH ,6'6 DV ZHOO DV RQ HQIRUFHDEOH VRFLDO FODXVHV
SURWHFWLRQ RI WKH ULJKW WR UHJXODWH HVSHFLDOO\ RQ VDIHW\ DQG KHDOWK EXW DOVR LQ
ILQDQFLDO VHUYLFHV DQG WKH GHIHQVH RI SXEOLF VHUYLFHV ,QWHUYLHZ  $%99 
$OWKRXJKWKHUHZHUHPRUHUDGLFDOSRVLWLRQVIURPWKH:DOORRQ)*%7RUWKH&1(RI
ZKLFK VRPH VHFWLRQV WRRNSDUW LQ' WKHUHZDV VRPHKHVLWDWLRQ DW WKH FHQWUDO
OHYHO ,Q SDUW WKLV ZDV GXH WR WKH PRUH PRGHUDWH SRVLWLRQ RI WKH )OHPLVK VXE
IHGHUDWLRQV ,QWHUYLHZ 1R 7UDQVDW  7KHUHZHUH DOVR GLIIHUHQFHV DPRQJ WKH
XQLRQV IRU H[DPSOH $&9&6& VXSSRUWHG WKH (XURSHDQ FLWL]HQ·V LQLWLDWLYH EXW
$%99)*%7GLGQRW
7KLVPHDQW WKDW WKHUHZHUHPDQ\GLVFXVVLRQRYHUKRZ WR MRLQ IRUFHV DQGKRZ WR
IRUPXODWH WKHLUFRPPRQGHPDQGV VLQFH WKH\ FRXOGQRW VLPSO\FDOO WR UHMHFW77,3
(YHQWXDOO\ WKH\IRXQGDFRPSURPLVH LQ WKH ¶UHG OLQHV·DSSURDFKZKLFKPHDQWWKDW
WKH\GLGQRWRSSRVH77,3DVVXFKEXWUDWKHUVSHFLILFHOHPHQWVOLNH,6'6RUQHJDWLYH
OLVWLQJ7KLVDOVRDOORZHGIRUVRPHPRUHRIIHQVLYHGHPDQGVOLNHELQGLQJVRFLDOQRUPV
,QWHUYLHZ  &1&'  7KLV DSSURDFK WR JHWWLQJ WKH XQLRQV LQYROYHGZDV DOVR
VXFFHVVIXOEHFDXVHLWFRQIRUPHGZLWKWKHOLQHSXUVXHGE\WKH(XURSHDQWUDGHXQLRQ




7KURXJKRXW WKHVH GLVFXVVLRQV WKH OLQNZLWK&(7$ UHHPHUJHG LQ SDUW EHFDXVH LW
KHOSHGWRJHWWKHXQLRQVRQERDUGZLWKWKH77,3PRELOL]DWLRQ2QHRIWKHSUREOHPV
ZLWK77,3ZDVWKDWWKHQHJRWLDWLRQVKDGRQO\MXVWVWDUWHGZKLFKPDGHGHEDWHVRQWKH




ILUVW WR ¶ZDLW DQGVHH·ZKHWKHU77,3·V ILQDO WH[W FURVVHG WKHLU ¶UHG OLQHV· WKH\ FRXOG
SRLQWDW&(7$WRVD\¶KHUH\RXDOUHDG\KDYHDWH[WWKDWFURVVHVWKHVHOLQHVDQGLW·VJRLQJWR
EH VLJQHG VRRQ·$JDLQ WKHSRVLWLRQRI WKH(78&ZDVKHOSIXOKHUHDVZHOO LWKDG LQ
DOUHDG\VHQWRXWDVWDWHPHQWWKDW&(7$ZDVQRWPHHWLQJLWVUHGOLQHVDQGWKDWLW
WKHUHIRUH RSSRVHG&(7$ 6R &(7$ EHFDPH DQ LQWHJUDO SDUW RI WKHLU FDPSDLJQ RQ
77,3TXLWHHDUO\RQ IURP ,QWHUYLHZ &1&'$VP\ LQWHUYLHZHH IURP
WKH &KULVWLDQ XQLRQ DFNQRZOHGJHG LW KDG LQGHHG EHFRPH FOHDU WKDW &(7$ ZDV
KHDGLQJ DW WKH WLPH RI WKH LQWHUYLHZ VSULQJ  WRZDUGV D GHDO WKDW GLG QRW
FRQIRUP WR WKHLU UHG OLQHV DV RXWOLQHG E\ (78& IRU LQVWDQFH WKH &DQDGLDQV KDG





SOHDGHG IRU D VWUHQJWKHQLQJ RI WKH FODXVHV RQ VXVWDLQDEOH GHYHORSPHQWV DQG VRFLDO ULJKWV IRU H[DPSOH E\
LQVWDOOLQJ D V\VWHP RI VDQFWLRQV 7KH\ GR QRW RSSRVH IUHH WUDGH DV VXFK DQG DFNQRZOHGJH WKH LPSRUWDQFH RI
H[SRUWV IRU WKH%HOJLDQHFRQRP\EXW WKH\GRQRWKDYHD WUDGLWLRQRI DFWLYHO\SURPRWLQJ WKH LQWHUHVWVRI ¶WKHLU·
ILUPV,QWHUYLHZ$&9,QFLGHQWDOO\LQWHUYLHZVZLWKWKH*HUPDQWUDGHXQLRQVLQGLFDWHWKDWVXFKVSHFLILF





SOD\HUV ZKLFK KDG EHIRUH QHYHU RU VHOGRP JRWWHQ EHHQ LQYROYHG LQ WUDGH SROLWLFV
$SDUWIURPDVHULHVRIKXPDQULJKWVDQGHQYLURQPHQWDOJURXSVVXFKDV%RQG%HWHU




WKH\ MRLQHG WKH FRDOLWLRQ WKDW WKH\ WKDW VWDUWHG FRRSHUDWLQJRQ WKH)7$VZLWK WKHLU
SDUWQHUV IURP WKH &KULVWLDQ SLOODU &6& EHZHJLQJQHW QRW EHIRUH ,QWHUYLHZ 
&KULVWLDQ+HDOWK)XQGD7KHFRUHRUJDQL]HUVKRZHYHUZHUHVWLOOWKHPHPEHUV
RIWKH'HFHQW:RUNFRDOLWLRQ,QWHUYLHZ,QWHUYLHZ&1&'










OHVV RI D GHWDLOHG SRVLWLRQ DQG WKHUH ZHUH VRPH PRUH H[WUHPH YRLFHV LQFOXGHG
+DYLQJ WKHVH WZR PRYHPHQWV ZDV YHU\ XVHIXO ,W DOORZHG WKH PRUH ¶UHVSHFWDEOH·
SOD\HUVWRUHWDLQVRPHGLVWDQFHIURPWKHVPDOOHUJURXSV·DUJXPHQWVSURWHFWLQJWKHLU
FUHGLELOLW\ DQG NHHSLQJ RSHQ FKDQQHOV WRPDLQVWUHDP SROLWLFLDQV )RU H[DPSOH WKH




ZRUNLQJ WKH ORFDO OHYHO WU\LQJ WR JHW ORFDO FRPPXQLWLHV WR GHFODUH WKHPVHOYHV
RSSRVHG WR WKH WUHDWLHV )RU H[DPSOH )*7% VHQW RXW D OHWWHU WR DOO WKH WRZQV LQ
:DOORQLDSUHVHQWLQJWKHWUHDWLHVWHOOLQJWKHPWKDWWKH\ZRXOGEHLPSDFWHGGLUHFWO\
DQG DVNLQJ WKHP WR FRPH RXW DJDLQVW WKH )7$V ,QWHUYLHZ  1R 7UDQVDW 
+RZHYHUDOORIRXULQWHUYLHZHHVUHPDUNHGWKDWERWKDPRQJWKHJHQHUDOSXEOLFDQG
ZLWKLQWKHLURZQRUJDQL]DWLRQV*UHHQSHDFHWKHXQLRQVWKHKHDOWKIXQGVWKH1*2V
« WKH )UHQFKVSHDNLQJZLQJVZHUHPRUH DZDUH RI WKH )7$V DW DQ HDUOLHU WLPH
ZHUHPRUHFULWLFDORI WKHPDQGZHUHHDVLHU WRPRELOL]H7KHUHZDVDOVRDGLIIHUHQW
NLQGRIWRQHRIWKHFDPSDLJQPDWHULDOLQ)ODQGHUVFRPSDUHGWR:DOORQLDLQ:DOORQLD




RI ERWK WKH ELJ LQVWLWXWLRQDOL]HG1*2V DQG JUDVVURRWVPRELOL]DWLRQPRYHPHQWV

 7KH PHPEHUV DV RI  LQFOXGHG /LEHUDOH 0XWXDOLWHLW $&9 &6& %LR)RUXP 9ODDQGHUHQ 6ROLGDULWp
6RFLDOLVWH 5:/3 5pVHDX :DOORQ GH OXWWH FRQWUH OD SDXYUHWp $%99)*7% )26VRFLDOLVWLVFKH VROLGDULWHLW
)pGpUDWLRQ ,QWHUHQYLURQQHPHQW :DOORQLH :HUHOGYURXZHQ PDUV YDQ %HOJLs 1DWDJRUD 00 0DVHUHHOIRQGV
(VSHUDQ]DK *UHHQSHDFH /LJXH GHV GURLWV GH O
+RPPH 7HVW$DQNRRS7HVW$FKDWV /HV $PLV GH OD 7HUUH





OHVV ¶UHMHFWLRQLVW· DSSURDFK RI WKH ELJJHU RUJDQL]DWLRQV QRWDEO\ WKH XQLRQVZKLFK





VPDOOHU VHFWLRQVZHUH YHU\ DFWLYH DQG KDG D YHU\ FOHDU SRVLWLRQ LQ RSSRVLWLRQ IRU
H[DPSOHWKHGDLU\IDUPHUVXQLWHGLQWKH0L*RU)XJHD7KH\ZHUHYHU\DFWLYHYRFDO
DQG YLVLEOH ² LI RQO\ EHFDXVH WKHLU DWWHQGDQFH DW UDOOLHV PDGH D PRUH ODVWLQJ
LPSUHVVLRQ WKH\ KDG ELJ WUDFWRUV WKDQ D KDQGIXO RI SURWHVWRUV FRXOG KDYH GRQH
+RZHYHU:DOORQLD·V ODUJHVW IDUPHUV· RUJDQL]DWLRQ WKH ):$ UHDFWHG YHU\ VORZO\
DQGNHSWVHQGLQJRXWPL[HGVLJQDOV²DFFRUGLQJWRWKH&1&'WKH\ZHUHQHYHUYHU\
FOHDU DQGZRXOG VRPHWLPHV VKLIW WKHLUPHVVDJH LQ WKH VDPHZHHN ¶/XFNLO\· IRU WKH





SHRSOH IURP WKH XQLRQV EXW DOVR SHRSOH IURP WKH KHDOWK IXQGV WKH FRQVXPHU
RUJDQL]DWLRQV DQG RWKHU JURXSV ² VXPPLQJ XS WR DERXW  SHRSOH ,QWHUYLHZ 
&1&'  :LWKLQ &1&' EHIRUH  WKHUH ZDV RQO\ RQH SHUVRQ ZRUNLQJ 
OREE\LQJ RQ WUDGH DQG GHFHQW ZRUN ,Q  KRZHYHU WKH IXOO UHVRXUFHV RI WKH
¶DZDUHQHVV WHDP·ZHUH SXW RQ 77,3 DQG&(7$ZKLFKPHDQW WKDW IRU RQH \HDU 
SHRSOH ZRUNHG RQ WKLV FDPSDLJQ IXOOWLPH RUJDQL]LQJ FRQIHUHQFHV ZULWLQJ
SXEOLFDWLRQV HW FHWHUD +RZHYHU WKH &1&'·V VKLIW RI UHVRXUFHV ZDV TXLWH
H[FHSWLRQDO DOWKRXJK WKHUHZDV DJHQHUDO LQFUHDVH LQ WKH DPRXQWRI WLPH VSHQWRQ
WUDGH DFURVV RUJDQL]DWLRQV WKLVRIWHQ VWLOO UHPDLQHGYHU\PRGHVW ,Q7HVW$DQNRRS
IRUH[DPSOHWKHHPSOR\HHZRUNLQJRQWKLVVWLOORQO\VSHQWDERXWRIKLVWLPHRQ
WUDGH LVVXHV LQ  ,QWHUYLHZ  7HVW$DQNRRS 0RUH LPSRUWDQWO\ DOWKRXJK
WKH WUDGH XQLRQV· ERDUGV DQG PDQ\ RI WKH PHPEHUV HYHQWXDOO\ UHFRJQL]HG WKH













%UX[HOOHV /DQGVERQG YDQ GH 2QDIKDQNHOLMNH =LHNHQIRQGVHQ &ROOHFWLI 5RRVHYHOW 0XWXDOLWpV QHXWUHV 
/DQGVERQG YDQ GH 1HXWUDOH =LHNHQIRQGVHQ (QWUDLGH 	 )UDWHUQLWp $FWHXUV GHV WHPSV SUpVHQWV +DUW ERYHQ
+DUG7RXW$XWUH&KRVH&OLPD[L_%HZHJLQJYRRU.OLPDDWHQ6RFLDOH5HFKWYDDUGLJKHLG6ROLGDULV 0XWXDOLWp
6RFLDOLVWH03(9+&OLPDWH([SUHVV3RXU_3RXUpFULUHODOLEHUWp&*6/%1R7UDQVDW%UX[HOOHV/DwTXHDOOWKH







7KH FDPSDLJQ·V FXOPLQDWLRQ ¶LQ WKH VWUHHWV· ZDV RQ  6HSWHPEHU ZKHQ WKH\
PDQDJHG WR DVVHPEOH DERXW   SURWHVWRUV LQ WKH VWUHHWV RI %UXVVHOV $IWHU
0DJQHWWH VLJQHG&(7$PRELOL]DWLRQ FROODSVHG ¶0DQ\ SHRSOH WKRXJKW WKH SUREOHP LV
VROYHGSHUKDSVQRW WRWDOO\JRQHEXW OHVVEDGWKDQEHIRUH HWGRQFRQSHXW V·RFFXSHUG·DXWUH
FKRVH¶ ,QWHUYLHZ  1R 7UDQVDW  $V 1R 7UDQVDW UHPDUNHG WKH IRUFH RI WKH
FDPSDLJQ UHDOO\ FDPH IURP KRZ EURDG WKH RSSRVLWLRQ ZDV 7KH KHDOWK IXQGV WKH
WUDGH XQLRQV WKH 1*2V WKH IDUPHUV DOO WKHVH RWKHU JURXSV (YHQ LI WKH\ DW ILUVW
GLGQ·WSXWDORWRISHRSOHRQWKHVWUHHWWKHZLGWKRIUHVLVWDQFHDXWRPDWLFDOO\UDLVHG
SROLWLFDO DWWHQWLRQ $QG WKLV ZDV WKH ILUVW ELJ YLFWRU\ RI FLYLO VRFLHW\ JHWWLQJ WKH
SROLWLFDOZRUOGZKRGLGQRWTXHVWLRQ LQDQ\ZD\ WKLVNLQGRI WUHDWLHV WR VXGGHQO\
VD\¶WLHQVRXLLO\DTXDQGPrPHGHVTXHVWLRQVjVHSRVHU·,QWHUYLHZ1R7UDQVDW
,QVXPPDU\
$IWHU D OLPLWHG DPRXQW RI LQVLGH DQG RXWVLGH ZRUN GXULQJ WKH QHJRWLDWLRQV WKH
FULWLFDOLQWHUHVWLQ)7$VHOLFLWHGE\WKHVWDUWRIWKH77,3QHJRWLDWLRQVZDVXVHGE\WKH
¶YDQJXDUG· WR DOVR GUDZ DWWHQWLRQ WR&(7$ %HOLHYLQJ WKDW WKHVHGRVVLHUV FRXOG EH
XVHGWRPRELOL]HWKHSXEOLFDQGWKHSDUOLDPHQWDQGVHHLQJWKHRSSRUWXQLWLHVRIIHUHG
E\WKHDV\PPHWULFIHGHUDOUHJLRQDOJRYHUQPHQWVDFRPELQDWLRQRITXLHWDQGQRLV\
WDFWLFVZDVGHYHORSHG WR WDUJHWSROLF\PDNHUV ² HVSHFLDOO\ LQ:DOORQLD ,Q WKHQH[W




6RPH \HDUV EHIRUH WKH LVVXH KLW WKH SXEOLF·V UDGDU LQ 0DUFK   DQG
&1&' SXEOLVKHG D MRLQW VWDWHPHQW RQ WKHLU ZHEVLWHV DERXW WKH (8·V LQYHVWPHQW
SROLF\7KHUHZHUH(8VLJQDWRULHVRIWKLVGHFODUDWLRQRIZKLFKVHYHQZHUH%HOJLDQ
&1&' .OLPDDW HQ 6RFLDOH 5HFKWYDDUGLJKHLG 3URWRV ·W 8LOHNRW
:HUHOGVROLGDULWHLW :HUYHO DQG  7KLV SRVLWLRQ ZDV YHU\ FULWLFDO DERXW WKH
LQYHVWPHQW GLVSXWH VHWWOHPHQW V\VWHP LQFOXGHG LQ (XURSHDQ %,7V 7KH\ QRWHG WKDW
WKH(8KDGJDLQHG WKH FRPSHWHQFHKHUH VLQFH  DQG WKDW WKH&RPPLVVLRQZDV
QRZLQWHQGLQJWRDGGLQYHVWPHQWSURWHFWLRQWRDOOQHZWUDGHDJUHHPHQWVLQFOXGLQJ
ZLWK ¶,QGLD 6LQJDSRUH 0DOD\VLD 0RURFFR -RUGDQ &DQDGD -DSDQ DQG WKH 86· 7KH\
WKHUHIRUH FDOOHG RQ WKH (8 WR LQFOXGH LQ LWV LQYHVWPHQW GHDOV FOHDU REOLJDWLRQV IRU
LQYHVWRUV UHODWHG WR KXPDQ ULJKWV DQG FRUSRUDWH VRFLDO UHVSRQVLELOLW\ WR LQFOXGH
PRUHSUHFLVHDQGFLUFXPVFULEHGULJKWVIRULQYHVWRUVWRUHPRYHLQYHVWRUVWDWHGLVSXWH
VHWWOHPHQW IURP WKH WH[W WR DGG D FOHDU VRFLDO DQG HFRORJLFDO GLPHQVLRQ DQG WR
JXDUDQWHHWKHSURWHFWLRQRIJRYHUQPHQWDOSROLF\VSDFHZKHQWKHVWDWH·VLQWHUYHQWLRQV
QHFHVVLWDWHGLQGLUHFWH[SURSULDWLRQ
$PRQWK ODWHU WKH\ VHQW RXW D YHU\ VLPLODU MRLQW VWDWHPHQWZLWK WKH'HFHQW:RUN
FRDOLWLRQ WKH WKUHH WUDGHXQLRQVSOXV&1&' LQ VXSSRUWRI WKH(XURSHDQ
SDUOLDPHQW·VFDOORQWKH(8WRLQFOXGHVRFLDODQGHQYLURQPHQWDOFODXVHVLQ(XURSHDQ
LQYHVWPHQW FKDSWHUV ,Q  DIWHU WKH XQVXFFHVIXO FDPSDLJQ RI 'HFHQW :RUN

KWWSZZZEHDUWLNHOVLWHPKRRJWLMGYRRUHHQDQGHULQYHVWHULQJVEHOHLG




DJDLQVW WKH %HOJLDQ %,7 ZLWK 4DWDU DQG LQ UHVSRQVH WR WKH 3LQJ $Q ,6'6 FDVH
DJDLQVW %HOJLXP  UHSHDWHG WKLV PHVVDJH EXW QRZ DOVR LQFOXGHG PRUH




6SHFLILFDOO\ LQ UHODWLRQ WR &(7$ UHSRUWV RI WKH )HGHUDO &RXQFLO RQ 6XVWDLQDEOH
'HYHORSPHQW )5'2 VKRZ WKDW &1&' ZDV DOUHDG\ DVNLQJ FULWLFDO
TXHVWLRQV DERXW WKH LQFOXVLRQ RI ,6'6 LQ &DQDGD LQ  DQG ODWHU LQ 
ZRQGHULQJZKHWKHU LWZDVUHDOO\QHFHVVDU\ WR LQFOXGH WKLVVRUWRIPHFKDQLVP LQDQ
DFFRUGEHWZHHQSDUWQHUVZLWKGHYHORSHGMXGLFLDOV\VWHPVDQGZKHWKHU%HOJLXPZDV
IROORZLQJ XS RQ LWV FRPPLWPHQW WR LQFOXGH DQ H[SOLFLW SURWHFWLRQ RI WKH ULJKW WR
UHJXODWH LQWKHSXEOLF LQWHUHVW7KH\TXHVWLRQHGQRWVSHFLILFDOO\IRU&(7$EXWZLWK
UHJDUGV WR WKH%HOJLDQSRVLWLRQRQ WKHQHZ(8 LQYHVWPHQW DJHQGDPRUHJHQHUDOO\
WKH %HOJLDQ HIIRUWV WR LQFOXGH HQYLURQPHQWDO DQG VRFLDO FODXVHV LQ WKLV FKDSWHU
EHFDXVH WKHVH KDG EHHQ VR ZHDN LQ WKH %HOJLDQ PRGHO %,7V DQG FDOOHG IRU D
VWUHQJWKHQLQJ IRU WKH%HOJLDQDSSURDFKRQ LQGLUHFWDSSURSULDWLRQ WKH WUDQVSDUHQF\
RILQWHUQDWLRQDODUELWUDJHDQGWKHIRUPXODWLRQRIDQXPEHURISURWHFWLRQQRUPV,Q
WKDWVDPHPHHWLQJWKHWUDGHXQLRQV¶DJDLQHPSKDVL]HG· DFFRUGLQJ WR WKHLUVWDWHPHQW
LQ WKH )5'2 GRFXPHQW WKDW SXEOLF VHUYLFHV DQG VHUYLFHV RI JHQHUDO LQWHUHVW OLNH
HGXFDWLRQ KHDOWK FDUH DQGRWKHU EDVLF VHUYLFHV VKRXOGEH ¶H[FOXGHG IURP*$76 DQG
RWKHU ELODWHUDO DQG UHJLRQDO WUDGH DJUHHPHQWV· ZKLOH DOVR HQTXLULQJ DERXW WKH %HOJLDQ
SRVLWLRQ LQ WKH (8·V RQJRLQJ QHJRWLDWLRQV 7KH\ DOVR VXSSRUWHG WKH LQFOXVLRQ RI
¶HIIHFWLYH ODERUFODXVHV LQ)7$VDQG LQYHVWPHQW WUHDWLHV·7RJHWKHUZLWK WKH1*2V WKH\
DOVR DVNHG D TXHVWLRQ DERXW WKH QHJDWLYH OLVW DSSURDFK EHLQJ XVHG ZRQGHULQJ WR
ZKDW H[WHQW WKLV ZDV D SUHFHGHQW IRU IXWXUH GHDOV DQG KRZ WKLV ZRXOG DIIHFW
%HOJLXP·V UHG OLQHV RQ FXOWXUDO VHUYLFHV KHDOWK FDUH HGXFDWLRQ DQG RWKHU SXEOLF
VHUYLFHV
,QWHUYLHZV,QWHUYLHZ:%,KDYHVKRZQWKDWWKH\ZHUHDOVRLQWRXFKZLWK
WKH :DOORRQ H[HFXWLYH RYHU WKH HQIRUFHDELOLW\ RI WKH VXVWDLQDEOH GHYHORSPHQW
FKDSWHUVLQ&(7$LQDUJXDEO\WRSOHDLQIDYRURIVWUHQJWKHQLQJWKLVGLPHQVLRQV
²DVWKH\KDGEHHQGRLQJIRU\HDUV&RQVLGHULQJWKHJRRGDFFHVVWRGHFLVLRQPDNHUV
DW DOO OHYHOV WKH IDFW WKDW WKH\ ZHUH UDLVLQJ WKHVH LVVXHV LQ WKH )5'2 DQG WKH
DSSDUHQWFRQWHQWLRXVQHVVRIWKHVHLVVXHVLWVHHPVYHU\LPSODXVLEOHWKDWWKH\GLGQRW




:KLFK WKH\ DWWDFNHG EHFDXVH LW GLG QRW DGGUHVV WKH VHYHUH ODERU ULJKWV· YLRODWLRQV WDNLQJ SODFH LQ 4DWDU
$OWKRXJK WKH%HOJLDQ%,7V LQFOXGHGVRPHFODXVHVRQ ODERUDQGHQYLURQPHQWDO LVVXHV WKHUHZHUHQRFRQWURORU
HQIRUFHPHQWPHFKDQLVPV LQFOXGHG UHQGHULQJ WKHP WRRWKOHVV 7KH&RDOLWLRQ FODLPHG WKDW WKH ¶KLJKHVW SROLWLFDO
OHYHO· ZDV KHOSLQJ %HOJLDQ ILUPV WDNH DGYDQWDJH RI 4DWDU PDUNHW 6RXUFH
KWWSZZZEHDUWLNHOVLWHPDUEHLGVUHFKWHQEXLWHQVSHOLQLQYHVWHULQJVDNNRRUGPHWTDWDU
KWWSZZZEHDUWLNHOVLWHPZDDURPGHEHOJLVFKHEHODVWLQJEHWDOHUZHOVFKULNPRHWKHEEHQYDQSLQJDQ
1DWLRQDO WUHDWPHQWPRVW IDYRXUHG QDWLRQ IDLU DQG HTXLWDEOH WUHDWPHQW IXOO SURWHFWLRQ DQG VHFXULW\ 7KHVH





$IWHU  WKH&62 FDPSDLJQ VWDUWHG WR LVVXH VHYHUDO SRVLWLRQV RQ WKH QHJRWLDWHG







WKHVH RUJDQL]DWLRQV UHLWHUDWHG WKH SRVLWLRQV VXPPDUL]HG EHORZ ZLWK PLQRU
YDULDWLRQVWKURXJKRXWDQG
:KHQWKH0D\&RDOLWLRQZDVFUHDWHGWKH\SXEOLVKHGDQRSHQOHWWHUDERXW&(7$
DQG 77,3 VLJQHG E\ DOO WKUHH WUDGH XQLRQV DOO IRXU KHDOWK IXQGV %RQG %HWHU
/HHIPLOLHX DQG ,QWHU (QYLURQQHPHQW :DOORQ *UHHQSHDFH %HOJLXP 7HVW$DQNRRS
DQG&1&'0RVWRIWKHOHWWHUIRFXVHGRQ77,3EXW77,3¶DQG&(7$·ZHUH
FODLPHG WR PDNH WKH OLEHUDOL]DWLRQ RI FHUWDLQ VHUYLFHV VRFLDO VHFXULW\ ZDWHU
SURYLVLRQVSXEOLFWUDQVSRUWLUUHYHUVLEOH&(7$ZRXOGDOVRDOORZ$PHULFDQILUPVWR
ODXQFK H[SHQVLYH FODLPV LI WKHLU SURILWV ZHUH KXUW E\ SXEOLF SROLF\ IRU H[DPSOH
EHFDXVH RI ZDJH LQFUHDVHV VWURQJHU WREDFFR UHJXODWLRQV RU D SKDVHRXW RI QXFOHDU





WKH %HOJLDQ JRYHUQPHQWV UHIUDLQHG IURP VLJQLQJ RU UDWLI\LQJ WKH GHDO WKDW WKH\




WKH WH[WV LQYHVWRUVWDWH GLVSXWH VHWWOHPHQW UHPDLQHG WKH FRUQHUVWRQH RI WKHLU
FULWLTXHVDQGDQLPSRUWDQWVRXUFHRIWKHLUZRUULHVLQWKHVHRWKHULWHPV
2QH RI WKH FRUH DUJXPHQWV ZDV WKDW &(7$ ZRXOG OLPLW VWDWHV· SROLF\ VSDFH WR
UHJXODWH LQ IDYRU RI VXVWDLQDEOH GHYHORSPHQW EHFDXVH LQYHVWRUVWDWH GLVSXWH
VHWWOHPHQWZRXOG OHDG WR UHJXODWRU\ FKLOO7KH UHIRUPHG,&6GLGQRWPHQGDQ\RI
WKHROG V\VWHP·V IXQGDPHQWDO IODZV LWZDV VWLOOZDVXQLGLUHFWLRQDO ILUPVDWWDFNLQJ
JRYHUQPHQWV MXGJHV VWLOO KDG D ILQDQFLDO LQWHUHVW LQ ILUPV· XVH RI WKH V\VWHP DQG
IRUHLJQPXOWLQDWLRQDOVZHUHVWLOOJLYHQH[FHSWLRQDOULJKWVRXWVLGHRIGRPHVWLFFRXUWV
,6'6,&6DOVRILJXUHGSURPLQHQWO\LQWKHVHFWLRQVILQDQFLDOVHUYLFHVRQFRQVXPHUV·
ULJKWV ODERU ULJKWV HQYLURQPHQWDO UHJXODWLRQ IRRG VDIHW\ DQG KHDOWK WKH &62V
DUJXHG WKDW LW FRXOG KDYH LPSRUWDQW GHWULPHQWDO HIIHFWV RQ DOO RI WKHVH GRPDLQV
,QFOXGLQJ,&6ZRXOGFUHDWHD¶GDQJHURXVSUHFHGHQW·WKDWZRXOGEHXVHGLQ77,3DQGLQ











OLEHUDOL]DWLRQV DQG SULYDWL]DWLRQV FRXOG QR ORQJHU EH WXUQHG EDFN 0RUHRYHU WKH
UHVHUYDWLRQVRQHGXFDWLRQDQGILQDQFLDOVHUYLFHVZHUHYDJXHRQFUXFLDOSRLQWVZLWK
WKHODQJXDJHRQILQDQFLDOVHUYLFHVOHDYLQJURRPIRUFRQWHVWDWLRQVRIWKHKHDOWKIXQGV
7KH\ FDOOHG IRU DJHQHUDO DQGEURDG UHVHUYDWLRQ IRUSXEOLF VHUYLFHV DQG VHUYLFHVRI
JHQHUDOLQWHUHVW
)XUWKHUPRUH DOWKRXJK WKH FRQVXPHU RUJDQL]DWLRQV ZHUH ILQH ZLWK WKH YROXQWDU\
V\VWHP RI UHJXODWRU\ FRRSHUDWLRQ LQFOXGHG LQ &(7$ LW PLJKW OHDG WR LQIRUPDWLRQ
H[FKDQJHDERXWSURGXFWV·VDIHW\WKH\UHMHFWHGWKHODQJXDJHRQWKHQHHGIRU¶VFLHQFH
EDVHG DUJXPHQWV· LQ UHJXODWLQJ ELRWHFKQRORJ\ HJ *02V 7KH\ DUJXHG WKDW WKLV
WKUHDWHQHG WKH (8·V SUHFDXWLRQDU\ SULQFLSOH 2Q IRRG VDIHW\ DQG KHDOWK EXW QRW







,Q WKH VHFWLRQ RQ IRRG WKH &62V QRWHG WKDW WKH WUHDW\ UHMHFWHG DQ\ LPSRUWV RI
&DQDGLDQ*02VEXWDUJXHGWKDW&(7$QRQHWKHOHVVWKUHDWHQHG(8SUDFWLFHVLQPRUH
VXEWOHZD\V&(7$ZRXOGEORFNDWWHPSWVWRODXQFKQHZRUHQKDQFHGUHJXODWLRQVRI
*026 ZRXOG KHLJKWHQ WKH SUHVVXUH WR LQFUHDVH WKH PLQLPDOO\ DFFHSWDEOH *02
FRQWHQWRISURGXFWVWKUHDWHQHGH[LVWLQJSUDFWLFHVRI*02QRWLILFDWLRQVRQSURGXFWV
DQGZRXOGXQGHUPLQHWKH(XURSHDQ]HURWROHUDQFHUXOHPRUHJHQHUDOO\$VLGHIURP




QHJDWLYH OLVWLQJZRXOG KDYH D GHWULPHQWDO HIIHFW RQ HQYLURQPHQWDO SURWHFWLRQ 7KH
H[FOXVLRQRIWKHFKDSWHUVRQWKHHQYLURQPHQWDQGVXVWDLQDEOHGHYHORSPHQWIURPWKH
XVXDO GLVSXWH VHWWOHPHQW V\VWHPZDV DOVR FULWLTXHG $OWKRXJK LWZDV QRQELQGLQJ
WKH\ DUJXHG WKDW UHJXODWRU\ FRRSHUDWLRQ LQ &(7$ ZDV QRW WUDQVSDUHQW HQRXJK
H[FOXGHG PDQ\ VWDNHKROGHUV DQG ZRXOG OHDG WR EXVLQHVVRULHQWHG DQG ORZHVW
FRPPRQGHQRPLQDWRUDJUHHPHQWV
,Q UHJDUGV WR ILQDQFLDO VHUYLFHV WKH&62V UHMHFWHG&(7$·V OLEHUDOL]DWLRQ RI FDSLWDO
PDUNHWV LWV EDQV RQ OLPLWLQJ ILQDQFLDO LQVWLWXWLRQV· EDODQFH VKHHWV DQG WUDQVDFWLRQ











)LQDOO\ RQ ODERU DQG HPSOR\PHQW ,&6 ZDV DJDLQ IODJJHG DV D SRWHQWLDO WKUHDW
EHFDXVHLWFRXOGEHXVHGWRDWWDFNDVWULNHRUVRFLDOFRQIOLFWLIVXFKDFWLRQVWKUHDWHQHG
WKH VHFXULW\ RI DQ LQYHVWPHQW 7KH\ DOVRQRWHG WKH FRQWLQXHG OLQJHULQJXQFHUWDLQW\
RYHU ZKHWKHU FROOHFWLYH EDUJDLQLQJ DJUHHPHQWV WKDW DUH GHFODUHG ELQGLQJ E\ ODZ
FRXOG EH FDOOHG LQWR TXHVWLRQ YLD WKH V\VWHP ,&6 IXUWKHUPRUH SURWHFWHG LQYHVWRUV·
ULJKWVZLWKRXW LPSRVLQJDQ\REOLJDWLRQV VXFKDVRQ ODERU ULJKWV7KH\DUJXHG WKDW





DOO RI WKH RUJDQL]DWLRQV WKDW KDG VXSSRUWHG WKH SUHYLRXV OHWWHU SXEOLVKHG DQRWKHU
SRVLWLRQ RQ WKH WK RI 2FWREHU  7KH\ FULWLFL]HG WKH QHJRWLDWLRQV IRU EHLQJ
RSDTXHDQGH[FOXVLYHHYHQWKRXJK77,3DQG&(7$ZHUHQR¶RUGLQDU\· WUDGHGHDOV
WKH\ ZHUH ¶WKUHDWHQLQJ WKRXVDQGV RI MREV PLJKW KDUP ZDJHV DQG ZRUNLQJ FRQGLWLRQV
PDUNHWL]HKHDOWK FDUH DQG HGXFDWLRQ UHGXFH WKH VDIHW\ RI SURGXFWV WKUHDWHQ WKH YLDELOLW\ RI
VPDOOVFDOH DJULFXOWXUH DIIHFW RXU SULYDF\ DQG IXUWKHU FRUQHU GHYHORSLQJ FRXQWULHV·
0RUHRYHUWKHDFFRUGVDOORZHGEXVLQHVVWRKDYHDVD\RQUHJXODWLRQVHYHQEHIRUHWKH
SDUOLDPHQWV DQG WKH\ RIIHUHG LQYHVWRUV WKH IUHHGRP WR FKDOOHQJH SXEOLF SROLF\ E\




 0HL &RDOLWLH  7KHVH VDPH SDUWQHUV DOVR EHOLHYHG WKDW WKH LQWHUSUHWDWLYH
GHFODUDWLRQOHDNHGRQWKHVL[WKRI2FWREHUGLGQRWVXIILFH,QDVWDWHPHQWWKH\FDOOHG
WKLV¶QRPRUHWKDQFRPPXQLFDWLRQ·WKHGHFODUDWLRQGLGQRWDFWXDOO\LPSURYHWKHGHDOLQ




D QXPEHU RI GHPDQGV WR UHIRUP WKH WUHDW\ 7KH VXEVWDQWLYH SRVLWLRQ RI WKLV
KHWHURJHQHRXV FRDOLWLRQ ZDV YDULHG EXW WKHLU FRUH PHVVDJH ZDV EXLOW DURXQG WKH




KHDYLO\ RQ WKH SURFHVV RI WKH QHJRWLDWLRQV ODPEDVWLQJ WKHP IRU WKHLU ODFN RI












+DYLQJSDLQWHG WKHEURDG VWURNHVRI WKH&62V· ¶YRLFH· ,ZLOOQRZGLVFXVVZKHWKHU
WKH\ DOVR PDQDJHG WR EH KHDUG GLG WKH\ VXFFHHG DW LQFUHDVLQJ SDUOLDPHQWDU\
LQYROYHPHQW LQSXVKLQJ WKHSXEOLF WRPDUFK LQPHHWLQJZLWK WKH H[HFXWLYH DFWRUV
WKDW KDG GLUHFW FRQWURO RYHU WKH %HOJLDQ VWDQFH HW FHWHUD" 7KLV ZLOO DOORZ PH WR




,V LWSODXVLEOH WKDWFLYLO VRFLHW\JRWWKURXJKWRSROLF\PDNHUVXVLQJHLWKHU LQVLGHRU
RXWVLGHFKDQQHOV"7KHDQVZHULVPRVWFHUWDLQO\\HVDVZDVGHVFULEHGLQWKHSULRUDQG
WKH LQWURGXFWRU\ FKDSWHU %HOJLXP FDQQRW WDNH DQ\ VWDQFH XQOHVV DOO RI WKH
FRPPXQDOUHJLRQDO JRYHUQPHQWV DUH LQ DJUHHPHQW WKHUHE\ RIIHULQJ SOHQW\ RI
SRWHQWLDO DFFHVV EXW DOVR YHWR SRLQWV 2Q WKH RXWVLGH WKH PDQ\ SDUOLDPHQWV DUH
ZHDNDQGGRPLQDWHGE\ WKHH[HFXWLYH DQGSDUW\GLVFLSOLQH+RZHYHU LWVPHPEHUV
DUHHDVLO\DSSURDFKDEOHDQGLQQHHGRIVRFLHWDO LQSXWWRVWHHUWKHLUZRUN03VIURP





SROLWLFV RYHUFRPLQJ WKH SXEOLF DQGSUHVV· GLVLQWHUHVW LQ WKHVHPDWWHUVZRXOG KDYH
EHHQDYHU\FRVWO\PDWWHU²DWOHDVWXQWLO7KHQWKHVWDUWXSRIQHJRWLDWLRQVZLWK
WKH86 DQG WKHJURZLQJ FRQWHVWDWLRQ RI WKLVGHDO LQ QHLJKERULQJ FRXQWULHV RIIHUHG
&62VDFKDQFHWRJDUQHUPRUHZLGHVSUHDGDWWHQWLRQIRU&(7$DVZHOO ,QEULHI WKH




'LG &62V PDQDJH WR JHW WKHLU VWRU\ WKURXJK LQ WKH SUHVV" 'LG WKH\ PDQDJH WR




MRLQW RUJDQL]DWLRQVZKLFKZHUHQ·W SRVWHG RU MXVW LJQRUHG$WWHQWLRQ LQ WKH )OHPLVK
SUHVVLQSDUWLFXODUZDVYHU\OLPLWHGHYHQDIWHUWKH&(7$HUXSWLRQ¶'H0RUJHQSRVWHG
RQHSLFWXUHDERXWRXUELJPRELOL]DWLRQDQGDIHZOLQHVRIWH[WZLWKRXWHYHQPHQWLRQLQJZK\
ZH ZHUH WKHUH· ,Q FRQWUDVW WKHUH ZDV IDU PRUH DQGPRUH FRQWLQXRXV IRFXV RQ WKH


)7$V DQG PRUH GHWDLOV DERXW WKHLU DFWXDO FRQWHVW LQ WKH )UDQFRSKRQH SUHVV
,QWHUYLHZ*UHHQSHDFH%(
-XVWOLNHLQWKH'XWFKFDVH,KDYHFRPELQHGDUHYLHZRIDVHOHFWLRQRIJD]HWWHVZLWK
VRPH VLPSOH TXDQWLILFDWLRQ RI WKH SUHVV· DWWHQWLRQ WR IXUWKHU LQYHVWLJDWH WKHLU
FRYHUDJH RI &(7$ $V , ZLOO VKRZ LW VHHPV WKDW WKH &62V ZHUH DFWXDOO\ TXLWH




7KHGDWD LQ WKHJUDSKVZHUHFROOHFWHGWKURXJK*R3UHVV , ORRNHGXS ¶77,3· ¶&(7$· ¶$(&*· LQ WKH*R3UHVV
GDWDEDVH IRUDOO%HOJLDQSDSHUV WKDWZHUH LQFOXGHG LQFRPELQDWLRQZLWKNH\ZRUGV OLNH ¶)*7%· ¶PXWXDOLWHLW·HW
FHWHUD VR DUWLFOHV KDG WR LQFOXGH DW OHDVW RQH RI WKH WUDGH NH\ZRUGV DQG WKHQ DQ\ RI WKH RUJDQL]DWLRQDO NH\
































ϮϬϭϯ ϮϬϭϰ ϮϬϭϱ ϮϬϭϲ
WƌĞƐƐĂƌƚŝĐůĞƐǁŝƚŚΖdΖŝŶƚŚĞŚĞĂĚůŝŶĞ͘&ůĞŵŝƐŚĂŶĚ&ƌĂŶĐŽƉŚŽŶĞŵĞĚŝĂ͘ĂƚĂĐŽůůĞĐƚĞĚ
ƚŚƌŽƵŐŚ'ŽWƌĞƐƐ͘
Ğ^ƚĂŶĚĂĂƌĚ ĞdŝũĚ 'ĂǌĞƚǀĂŶŶƚǁĞƌƉĞŶ ĞDŽƌŐĞŶ ,ĞƚEŝĞƵǁƐďůĂĚ ,Ğƚ>ĂĂƚƐƚĞEŝĞƵǁƐ DĞƚƌŽE>

















ZKDW FLYLO VRFLHW\ FRXOG KRSH WR DFKLHYH RQ77,3 ¶VLQFH WKH QHJRWLDWLRQV KDYH DOUHDG\
EHHQ RQJRLQJ IRU WZR \HDUV ZKLOH WKHLU GHPDQGV DUH WRR YDJXH· 'H 7LMG LWVHOI DOVR
FRQWUDGLFWHGVRPHFODLPVEHLQJPDGHE\WKHFRDOLWLRQVD\LQJ&(7$ZRXOGQRWORZHU
HQYLURQPHQWDO IRRG RU VRFLDO QRUPVZKLOH LWPLJKW LQFUHDVH WKH (8·V*'3E\ 





V\VWHP LQFOXGLQJ DQDO\VHV RI ZK\ WKH *HUPDQV RSSRVHG 77,3 HYHQ WKRXJK WKH\
VWRRGWREHQHILWWKHPRVW,Q$SULOWKHUHZHUHVRPHDUWLFOHVDERXW:DOORQLD·VDQG
%UXVVHOV· UHVROXWLRQ DJDLQVW&(7$ LQFOXGLQJ FRPPHQWDULHVE\*HHUW%RXUJHRLVKH





























ϮϬϬϵ ϮϬϭϬ ϮϬϭϭ ϮϬϭϮ ϮϬϭϯ ϮϬϭϰ ϮϬϭϱ ϮϬϭϲ ϮϬϬϵ ϮϬϭϬ ϮϬϭϭ ϮϬϭϮ ϮϬϭϯ ϮϬϭϰ ϮϬϭϱ ϮϬϭϲ
dŝŶƚĞǆƚ dd/WŝŶƚĞǆƚ dŝŶŚĞĂĚůŝŶĞ dd/WŝŶŚĞĂĚůŝŶĞ


VWDWHG WKDW &(7$ ZDV LPSRUWDQW IRU WKH )OHPLVK HFRQRP\ WKDW :DOORQLD ZDV
QHJOHFWLQJ LQWUD%HOJLDQDJUHHPHQWVPDGH LQDQG WKDW UHIXVLQJ WR VLJQZRXOG
KDYHGLSORPDWLFFRQVHTXHQFHV$OWKRXJKWKHSLHFHEULHIO\PHQWLRQHGWKHZRUULHVRI
WKH RSSRQHQWV WKH WRQH ZDV VWLOO VNHSWLFDO LQWHU DOLD QRWLQJ WKDW WKH UHVLVWDQFH RI
SDUOLDPHQWVGLGQ·WFDUU\DQ\ZHLJKWVLQFHDTXDOLILHGPDMRULW\LQWKH&RXQFLOZDVDOO
WKDWZDVQHHGHG&'	919$ DQG2SHQ9/'ZHUHDOO VHHQDV VXSSRUWLQJ WKH







ZKLOH HPSOR\PHQW ZRXOG EH KDUPHG 7KH SDSHUV DOVR UHSRUWHG RQ WKH
PRELOL]DWLRQ LQ QHXWUDO WHUPV E\ DZLGH JURXS RI FLYLO VRFLHW\ RUJDQL]DWLRQV DQG
WKHLUVXSSRUWIRUWKH(XURSHDQSURWHVWGD\DJDLQVW77,3

,Q WKH ODVW ZHHNV RI 6HSWHPEHU WKH SUHVV UHSRUWHG RQ WKH ODVWGLWFK DWWHPSWV DW
JHWWLQJ:DOORQLDDQG%UXVVHOVWRDJUHHZLWK&(7$WKURXJKLQWUD%HOJLDQQHJRWLDWLRQV
²DJDLQLQDWRQHWKDWZDVQRWIDYRUDEOHWRWKHRSSRQHQWV2WKHUVWDWHV·UHWLFHQFHHJ
5RPDQLD ZDV SRUWUD\HG DV IORZLQJ IURP FRQFUHWH VSHFLILF LVVXHV WKDW ZRXOG





DVNHGKHU TXHVWLRQV VXFK DV ¶,V WKLV GHEDWH VWLOO UDWLRQDO" ,W ORRNV OLNH LW FRPHV GRZQ WR
TXHVWLRQ VXFK DV ¶'R \RX PLVWUXVW DOO PXOWLQDWLRQDOV"
· DQG ¶'R \RX PLVWUXVW WKH
&RPPLVVLRQ"··$SDUWIURPWKLVUHODWLYHO\QHJDWLYHSUHVVDERXW&(7$·VRSSRQHQWV






DJDLQVW 77,3 WKH SDSHU SDUULHG FULWLTXHV RI ,6'6 DQG QRWHG WKDW:DOORQLD·V YHWR
FRXOGSRWHQWLDOO\PHDQWKDW%HOJLXPZRXOGEHUHVSRQVLEOHIRUEXU\LQJDWUHDW\WKDW























)ODQGHUV DW VWDNH DQG WKDW WKHUH ZDV JRLQJ WR EH KHIW\ UHSXWDWLRQDO GDPDJH IRU
%HOJLXPLWTXRWHG%RXUJHRLVDQGWKH19$WKH36ZDVWDNLQJ)ODQGHUVDQG(XURSH
KRVWDJH 7KH\ DOVR SXEOLVKHG D YHU\ ORQJ FULWLFDO FRPPHQWDU\ IURP .DUHO 'H
*XFKW,QWKHVDPHWRQH'H6WDQGDDUGFODLPHGWKDWWKH)UDQFRSKRQHJRYHUQPHQWV
KDGQRWXVHGWKHLUFKDQFHWRDGDSWWKHLQWHUSUHWDWLYHGHFODUDWLRQDQGQRWHGWKDWWKH
SRVLWLRQRI WKH36ZDV ¶KLJKO\ SHFXOLDU· EHFDXVH LW KDGEHHQSDUWRI WKHJRYHUQPHQW
ZKHQ WKH PDQGDWH ZDV DSSURYHG ,I %HOJLDQ ZHUH WR DEVWDLQ VR LW FRQWLQXHG LW
ZRXOGNLOO&(7$DQG¶DFFRUGLQJWRDVXSSRUWHURI&(7$·¶WKH36ZRXOGEHWDNLQJKRVWDJH
QRW RQO\ )OHPLVK EXW DOVR %HOJLDQ DQG (XURSHDQ ILUPV· ,WPDGH QRPHQWLRQ RI FLYLO
VRFLHW\ EXW RQO\ RI WKH QHJDWLYH (8 DQG LQWHUQDWLRQDO UHVSRQVHV RI WKH
HPEDUUDVVPHQW IRU %HOJLXP2QH RI LWV SLHFHV ZDV FDOOHG ¶0DJQHWWH·V PLGGOH ILQJHU
WRZDUGV(XURSH·DQGDQHGLWRULDOZDVYHU\VKDUS ¶$OVKHW HURPJDDWKHW)RUPXOH
FLUFXVQDDU)UDQFRUFKDPSV WH KDOHQ RIZDSHQVYDQ)1 WH OHYHUHQ DDQ EHGHQNHOLMNH UHJLPHV
RYHUDOWHUZHUHOGZHJHQZDDUGHQGRRUJDDQVPLQGHU]ZDDUWHQ]XLGHQYDQGHWDDOJUHQV'DW
ZHNW KHW YHUPRHGHQ GDW ]H RRN GLW NHHU QLHW YDQGRRUVODJJHYHQG EHODQJZDUHQ'H36 OLJW
RQGHU YXXU RS KDDU OLQNHUIODQN GRRU GH RQVWXLWEDUH RSJDQJ YDQ GH 37% 'LW ZDV HHQ
XLWJHOH]HQJHOHJHQKHLG RPYRRUGH JDOHULM HHQV IOLQNPHW GH URGH YODJ WH ]ZDDLHQ·'H7LMG
SXEOLVKHG D PRUH QHXWUDO LQWHUYLHZ ZLWK 0DJQHWWH EXW DOVR SLHFHV ZKHUH WKH
RSSRQHQWVRI&(7$RQO\JRWDEULHIDQGIDFHOHVVPHQWLRQZKLOHWKHUHZDVDEXQGDQW
VSDFH IRU WKHHPSOR\HUV· IHGHUDWLRQVDQG%RXUJHRLV ,QJHQHUDO D ORWRIDWWHQWLRQ
ZDV VSHQW RQ WKH QHJDWLYH LQWHUQDWLRQDO JRYHUQPHQWDO DQG SUHVV· DWWHQWLRQ WKH
¶WKUHDWV· EHLQJ YRLFHG DJDLQVW:DOORQLD DQG RI WKH ¶ORVV RI IDFH· EHLQJ VXIIHUHG E\
5H\QGHUV DQG%HOJLXP LQ WKH(8 FRXQFLOV 7KHSLFWXUH WKH\SDLQW LV RQH RI WRWDO
LVRODWLRQ ¶HYHQ*UHHFHOHGE\DFRPPXQLVWSULPHPLQLVWHU LVSUHSDUHGWRVLJQ WKH WUHDW\·
$QRWKHUUHFXUULQJDUJXPHQWIRFXVHGRQWKHUHSXWDWLRQDOHIIHFWVIRUWKH(8FODLPLQJ
WKDW WKLV HSLVRGHZRXOG VHULRXVO\GLPLQLVK WKH(8·V FDSDFLW\ WR VWULNHGHDOV LQ WKH




















 0DJQHWWH YRHOW ]LFK DIJHGUHLJG LQ KDQGHOVJHYHFKW &DQDGD 'H 7LMG   2FW   3DJH  0DJQHWWH
:DOORQLsZRUGWDIJHGUHLJG+HW/DDWVWH1LHXZV2FW3DJH













D GHDO ZLWK &DQDGD 7KHUH ZDV VRPH PHQWLRQ RI SURWHVWV RQ )OHPLVK VLGHV
LQFOXGLQJDSLHFHRQWKHIHDUVRIWKHEDNHUVRI¶PDWWHQWDDUWHQ·DV\PSDWKHWLFOHWWHU
IURP WKH 6WLFKWLQJ WHJHQ .DQNHU IRXQGDWLRQ DJDLQVW FDQFHU DQG EULHI ELWV RQ
,6'6 EXW WKH IRUPHUZDV ODWHU FRXQWHUHGZLWK DQRSSRVLQJSLHFH DQG WKH ODWWHU
QRWHGWKDW,&6LQFOXGHGLQ&(7$ZDVDQHZDQGEHWWHUV\VWHP2QO\RQ2FWREHU
ZDV WKHUH D SLHFH LQ 'H 7LMG E\ WKH &KULVWLDQ WUDGH XQLRQ DERXW FLYLO VRFLHW\·V
FDPSDLJQ DJDLQVW WKH WUHDWLHV  ODPHQWLQJ WKH SRZHU RIPXOWLQDWLRQDOV WKH ODFN RI
VDQFWLRQVLQVXVWDLQDELOLW\DQGODERUDQGDUJXLQJWKDWWKHSURWHVWVKDGVKDNHQXSWKH
(8·V EXVLQHVVDVXVXDO RQ WUDGH 'H 6WDQGDDUG·V SRVLWLRQ ZDV D OLWWOH PRUH
V\PSDWKHWLF IURP DGHPRFUDWLF SHUVSHFWLYH WKH\ DWWDFNHG WKH&RPPLVVLRQ·V VKDUS
UHVSRQVH WR :DOORQLD DQG WKH\ SXW XS VRPH SLHFHV WKDW JDYH HTXDO YRLFH WR
H[SHUWV·YLHZVRQWKHRSSRVLQJVLGHV+RZHYHUWKH\VWLOOSXEOLVKHGIXUWKHU&(7$
IDYRULQJ FRPPHQWDULHV LQFOXGLQJ D SLHFH E\ FRFKDLUPDQ RI 7UDQV$WODQWLF
%XVLQHVV&RXQFLODQG WKH\UHLWHUDWHG WKHLU FULWLTXH WKDW WKH36KDGQRW UDLVHGLWV
YRLFHEHIRUHRUGXULQJRUHYHQ LQ7KH36·UHVLVWDQFHZDV ODUJHO\VHHQDV
RSSRUWXQLVWLFFDOFXODWLQJGULYHQWRWKHOHIWE\WKH37%,QDIDFWFKHFNLQJDUWLFOHWKH
FODLPVRI WKHRSSRQHQWVZHUHGLVPLVVHGE\TXRWLQJXQQDPHGH[SHUWV ¶>&(7$@ LV D
VWURQJSLHFHRIGLSORPDF\DQGDYHU\QLFHDFFRUG··WKH\VD\LQXQLVRQ¶$WUDGHGHDOGRHVQ·W
JHW PXFK PRUH EDODQFHG WKDQ WKLV··· 7KHVH UHPDUNV ZHUH HFKRHG LQ HYHQ VWDUNHU















































EHFRPHPRUH VDOLHQW 'H 6WDQGDDUG·V WRQH NHSW VKLIWLQJ VRPHZKDW ,Q DQ RSHG
SXEOLVKHG RQ WKH WK LW VDLG WKDW LW KDG VORZO\ EHFRPH DSSDUHQW WKDW WKHUH ZDV
¶VRPHWKLQJWR·VRPHRI WKHFULWLFLVPVEHLQJUDLVHGE\:DOORQLDDQGWKH\FRQGHPQHG
WKH )OHPLVK GHEDWH IRU SRUWUD\LQJ WKH 36 DV D VRUW RI ERRJH\PDQ VDERWDJLQJ WKH
)OHPLVK HFRQRP\ 6WLOO0DJQHWWH DOOHJHGO\ FRQWULEXWHG WR WKLV E\ QRW FKRRVLQJ WR
FRRUGLQDWHEHIRUHKDQGDQGE\RSWLQJ IRUVXFKDFRQIURQWDWLRQDODSSURDFK7KHUH
ZHUH QRZ DOVR VRPH RSLQLRQ SLHFHV E\ %HDWULFH 'HOYDX[ E\ 0DUF 5H\QHEHDX
ILHUFHO\ GHIHQGLQJ 0DJQHWWH 'H 7LMG DQG +HW /DDWVWH 1LHXZV UHPDLQHG YHU\
FULWLFDOKRZHYHUDOWKRXJKWKHODWWHURSHQHGXSDOLWWOHELWWRWKHSRVVLELOLW\WKDWVRPH




+HW /DDWVWH1LHXZVZKLFK DUJXHG WKDW QRWKLQJ RI VXEVWDQFH KDG FKDQJHG WKH\
UHSHDWHGWKHLUFULWLTXHVRIWKH¶VFKL]RSKUHQLD·DQGWKHRSSRUWXQLVPRI:DOORQLD36LQ
WUDGHQHJRWLDWLRQV WKH\DOVRHPSKDVL]HGZKDWDQHPEDUUDVVPHQWDQGDGLSORPDWLF
EORZWKLVZDV IRU%HOJLXP ,Q WKHGD\VDQGZHHNVDIWHU&(7$ZDVVLJQHGPRUH
GHYHORSHGSLHFHVDSSHDUHGZKLFK WULHG WR VKHG OLJKWRQ WKHRULJLQVRI WKH:DOORRQ







SURVSHULW\ RQ ERWK VLGHV RI WKH $WODQWLF 7KH SLHFH ODPHQWHG KRZHYHU WKDW WKH
SHUVSHFWLYH IRU VXEVWDQWLDO OLEHUDOL]DWLRQ LQ DJULFXOWXUH VHHPHGYHU\ OLPLWHG D SLW\
IRUFRQVXPHUVEXWDOVRIRULPSRYHULVKHGIDUPHUVDURXQGWKHJOREHZKRKDGDOZD\V


































,W WRRN WKUHH \HDUV IRU DQRWKHU SLHFH WR DSSHDU LQ 6HSWHPEHU  D TXLWH FULWLFDO
DUWLFOH LQ /H 6RLU GLVFXVVHG KRZ WKH SURWHVWV DJDLQVW $&7$ ZHUH DOVR GUDZLQJ
DWWHQWLRQWR&(7$$V/H6RLUSXWLWWKH¶DQQRXQFHPHQW·RI&(7$IRUWKH03VDQG




$ \HDU ODWHU 2FWREHU  /·(FKR DQG /H 6RLU UHSRUWHG RQ WKH FORVXUH RI WKH
QHJRWLDWLRQV $OWKRXJK WKH\ FLWHG WKH &RPPLVVLRQ·V RIILFLDO HVWLPDWHV RI WKH
HFRQRPLF EHQHILWV RI &(7$ WKH\ DOVR IRFXVHG SDUWLFXODUO\ RQ WKH ZRUULHV EHLQJ
UDLVHG E\ IDUPHUV UHODWHG WR GDLU\ DQG PHDW (XURSHDQ SURGXFHUV RI PHDW ZHUH
DIUDLG RI KDYLQJ WR FRPSHWH ZLWK D PDVVLYH LQIOX[ RI LPSRUWV SURGXFHG DW ORZHU
FRVWV EHFDXVH RI ORZHU HQYLURQPHQWDO DQG VDQLWDU\ QRUPV WKHUH ZHUH DOVR IHDUV
UHODWHG WR KRUPRQHV DOWKRXJK'H*XFKWZDV TXRWHG WR DSSHDVH WKHVHZRUULHV /H
6RLU DOVRGLVFXVVHG JHRJUDSKLFDO LQGLFDWLRQV ¶RQH UHDVRQZK\ WKH QHJRWLDWLRQV WRRN VR
ORQJ·EXWGLGQRWPHQWLRQWKHODFNRI%HOJLDQ*,V
&RQWLQXLQJWKLVWUDGLWLRQRISXEOLVKLQJVRPHWKLQJDERXW&(7$LQHLWKHU6HSWHPEHU
RU 2FWREHU WKH QH[W SLHFHV DSSHDUHG RQ 6HSWHPEHU  RQ WKH RFFDVLRQ RI WKH
VLJQLQJRIWKHDFFRUG/·(FKRQRWHGWKDWWKHDJUHHPHQWZDVLQGDQJHURIEHLQJ¶EORZQ
WR VKUHGV· EHFDXVH RI WKH JURZLQJ FULWLFLVP DJDLQVW LWV FKDSWHU RQ LQYHVWPHQW
SURWHFWLRQVLQFHWKHLVVXHKDGEHHQUDLVHGLQWKHFRQWH[WRI77,3PDQ\FULWLFVLQWKH
(3 DQG LQ FHUWDLQ PHPEHU VWDWHV LQFOXGLQJ *HUPDQ\ KDG HTXDOO\ FULWLFL]HG WKLV
LQVWUXPHQWDVDGDQJHUWRGHPRFUDF\$FFRUGLQJWR0DULH$UHQDDQ0(3RIWKH36











WKH HFRQRPLF VWDNHV ZHUH KLJKHU $ PHPEHU RI WKH :DOORRQ DGPLQLVWUDWLRQ ZDV
TXRWHG DV FODLPLQJ WKDW WKH\KDGSDVVHGRQ WKHLUGHPDQGV WR WKH&RPPLVVLRQEXW
WKDWWKH\KDGQRWPDGHLWLQWKHQHJRWLDWLRQVDQGWKDWWKHVHSURWHFWLRQVZHUHRQO\D







DFFRUG GHYUDLW DFFURvWUH OHV pFKDQJHV  /
















XQLRQV ,QWHU (QYLURQHPPHQW DQG &1&' $ ¶ZDUPXS· IRU WKH EDWWOH
DJDLQVW 77,3 DFFRUGLQJ WR WKH SDSHU ZKLFK LQ -XQH DOVR SXEOLVKHG DQ RSLQLRQ
SLHFH E\03V IURP(FRORZKLFKZDV YHU\ FULWLFDO DERXW WKH )7$V ¶77,3 VKRXOG EH






RQ WKH JURZWK RI 77,3IUHH ]RQHV ZKLFK LQFOXGHG &(7$ DQG 7,6$IUHH
FRPPXQLWLHVDWWKHUHTXHVWRIFLWL]HQJURXSVDQGZLWKWKHVXSSRUWRIORFDOSDUWLHV




)LUVW RI DOO WKH\ FORVHO\ WUDFNHG WKH SDUOLDPHQWDU\ GHEDWHV /H 6RLU UHSRUWHG RQ
0DOPVWU|PV YLVLW WR GLVFXVV 77,3 DQG ¶LWV HTXLYDOHQW &(7$· ZLWK WKH :DOORRQ
SDUOLDPHQW RQ WKH RSSRVLWLRQ E\ SDUWLHV RI WKH OHIW DQG FHQWHU DQG RQ WKH ODUJH
SURSRUWLRQRIFLYLOVRFLHW\SURWHVWLQJWKHGHDO,6'6ZDVVHHQDVWKHLUPDLQFULWLTXH
ZKLFK/H6RLUPHWZLWKV\PSDWK\HYHQ WKRXJK WKH&RPPLVVLRQZDVUHIRUPLQJ LWV
SURSRVDOVWKHV\VWHPZDVVWLOOLQ&(7$DQGZRXOGSRWHQWLDOO\DOORZ$PHULFDQILUPV
WR VXH WKH(8 WKURXJK WKHLU DIILOLDWHV LQ&DQDGD ,Q WKH FRQWH[W RI WKHGHEDWHZLWK




RI WKH UHVROXWLRQ %RWK SDSHUV QRWHG KRZHYHU WKDW LWZDV DW WKDW WLPH QRW FHUWDLQ
ZKDWHIIHFWD%HOJLDQDEVWHQWLRQPLJKWKDYHVLQFHWKHGHDO·VPL[LW\ZDVVWLOOXSIRU
GHEDWH 6HFRQGO\ WKH\SDLGDWWHQWLRQ WR WKH VRFLHWDO DQGSDUW\SROLWLFDOGHEDWH WKDW
KDG LQWHQVLILHG $Q RSHQ OHWWHU RI (XURSHDQ WUDGH XQLRQV DERXW VRFLDO (XURSH
LQFOXGLQJFULWLFDOUHPDUNVDERXW&(7$ZDVSXEOLVKHGE\/H6RLULQ0D\DV
ZDVUHSRUWLQJRIRSSRQHQWVSDUW\SROLWLFDODVZHOODVIURPFLYLOVRFLHW\DJDLQVWWKH
WUHDWLHV WKHLUSURWHVWV HYHQVPDOORQHVDQGWKHLUDUJXPHQWV$ ORQJRSHQ OHWWHU
DJDLQVW 77,3 DQG&(7$ ZKLFK IRFXVHG KHDYLO\ RQ ,6'6 EXW DOVR RQ WKH QHJDWLYH




























DOO RI WKH KHDOWK IXQGV 7HVW $FKDW 7RXW $XWUH &KRVH )pGpUDWLRQ ,QWHU
(QYLURQQHPHQW 1R7UDQVDW $OOLDQFH ' 0,* &1&' *UHHQSHDFH
/LJXH GHV GURLWV GH O·KRPPH DQG 5HVHDX ZDOORQ GH OXWWH FRQWUH OD SDXYUHWp ZDV
SXEOLVKHGLQ/·(FKRLQ-XQHDVZDVDVDVLPLODUSLHFHZLWKTXRWHVIURP&1&'DQG
8&0LQ/H6RLUDQGD%UXVVHOV03DWWDFNLQJWKHKHDOWKHIIHFWVRI&(7$:KHQ




LQ WKH SOHQDU\ RQO\ WKH GHDOV· FULWLFV FLYLO VRFLHW\ DQG03V IURP(FROR WKH 36 RU
FG+ZHUHJLYHQTXRWHVDQG0DJQHWWHZDVJLYHQWKHRSSRUWXQLW\WRPDNHKLVFDVH
LQ DQ LQWHUYLHZ ¶>&(7$@ PHQDFH OHV VHUYLFHV SXEOLFV OHV QRUPHV VRFLDOHV
HQYLURQQHPHQWDOHV OHV ODEHOV SURWpJHDQW OHV SURGXLWV GX WHUURLU LO UHPSODFH OHV UqJOHV
G·DUELWUDJHSXEOLTXHVSDUXQH IRUPHGHSULYDWLVDWLRQGH OD MXVWLFH LQWHUQDWLRQDOH· 7KHUH
ZDV VLPLODU UHSRUWLQJ DERXW WKH GHEDWHV LQ WKH &RPPXQLW\ SDUOLDPHQW  ,Q WKH
GHEDWHRQPL[LW\WKHUHZDVDJDLQPXFKURRPIRUWKHFULWLFVRIWKH&RPPLVVLRQ,Q/H
6RLU $UHQD ZDV TXRWHG DV FDOOLQJ QRQPL[LW\ D ¶GHFODUDWLRQ RI ZDU· ZKLOH /·(FKR
UHSRUWHG DERXW RWKHU (XURSHDQ SDUOLDPHQWV WKDW KDG LQ UHFHQW PRQWKV DFFHSWHG
&(7$FULWLFDOUHVROXWLRQV,WZDVRIWHQXQGHUOLQHGWKDW05ZDVWKHRQO\:DOORRQ




$ KXJH DPRXQW RI DUWLFOHV DSSHDUHG LQ 6HSWHPEHU DQG 2FWREHU PDQ\ RI ZKLFK
FRQWLQXHGWRPDNHURRPIRUFLYLOVRFLHW\·VPRELOL]DWLRQVDQGDUJXPHQWV,Q/H6RLU
&(7$·VRSSRQHQWVZHUHSRUWUD\HGDV¶WKHEXON·RIFLYLOVRFLHW\LQFOXGLQJQRWRQO\
WKH 1*2V WKH XQLRQV HW FHWHUD EXW DOVR:DOORQLD·V 60( IHGHUDWLRQ 8&0 7KH
SDSHU TXRWHG D MRNH ¶(Q IDLW LO QHPDQTXH TXH OD )(%· 7KHVH JURXSVZHUH JLYHQ
DPSOH VSDFH WR SUHVHQW WKHLU FRQFHUQV WKHLU JRDOV DQG WKHLU PHPEHUVKLS )RU
H[DPSOH WKH FRQWLQXHG DUWLFOHV DERXW FRPPXQLWLHV WKDW KDG GHFODUHG WKHPVHOYHV

































WDNH SDUW DERXW ZK\ FHUWDLQ RUJDQL]DWLRQV ZHUH WDNLQJ SDUW DQG ZKDW WKHLU
PRWLYDWLRQ ZDV  ,Q 6HSWHPEHU  FRPPHQWDULHV DOVR OLQNHG WKH FORVXUH RI





6HFRQGO\ WKHSDSHUVFORVHO\ IROORZHGWKH LQWUD%HOJLDQDQG LQWHUQDWLRQDOSROLWLFVRI
WKHFDVH7KHGD\WRGD\UHSRUWLQJZDVTXLWHGHWDLOHGQRWMXVWDERXWWKHSROLWLFVEXW
DOVR DERXW WKH VXEVWDQFH RI ZKDW ZDV EHLQJ GLVFXVVHG DERXW WKH GHDOV WKH\ ZHUH
WU\LQJ WR VWULNH DQG DERXW KRZ WKLV UHODWHG WR WKH GHPDQGV IRUPXODWHG E\ WKH
:DOORRQ SDUOLDPHQW )RU H[DPSOH /·(FKR KDG VHYHUDO SLHFHV LQYHVWLJDWLQJ WKH SUR
DQGFRQWUDVRI WKHFULWLFLVPVDQGERWKSDSHUVGLVFXVVHG WKHYDULRXVSURSRVDOVDQG
QHJRWLDWLRQV 7KURXJK FRPPHQWDULHV WRR WKHUH ZDV FRQWLQXHG GHEDWH DERXW WKH
PHULWVRIWKHDJUHHPHQWVDQGWKHLUFULWLFV$FHQWUDOHOHPHQWLQDORWRIWKHGHEDWHV
ZDV:DOORQLD·V LQWUD%HOJLDQ DQG LQWHUQDWLRQDO LVRODWLRQ )RU D ORQJ WLPH HYHQ LQ
6HSWHPEHU DUWLFOHV HPSKDVL]HG WKDW:DOORQLD ZDV QRW DORQH WKDW WKHUH ZHUH DOVR
GRXEWV LQ RWKHU FRXQWULHV QRWDEO\ $XVWULD DQG *HUPDQ\ EXW DOVR 5RPDQLD DQG






7KH SDSHUV UHSRUWHG RQ WKH QRQHYROXWLRQ RI WKH :DOORRQ SDUOLDPHQWV· DQG
JRYHUQPHQWDOSRVLWLRQDQGWKHVNHSWLFLVPZLWKZKLFKWKH\LHDOPRVWDOO:DOORRQ













































/H 6RLU IUHTXHQWO\ SUDLVHG WKHZRUN RI WKH SDUOLDPHQW DQG WKH WUDGH FRPPLWWHH·V
FKDLUPDQ$QGUp$QWRLQHDQGGHIHQGHG:DOORQLD·VGHPRFUDWLF ULJKW WRFRPHWR LWV
RZQSRVLWLRQLQWKH%HOJLDQIHGHUDWLRQZKLOHVSHDNLQJGLVPLVVLYHO\DERXWWKHWKUHDWV
DQG XOWLPDWXPV VHQW RXW E\ (8 DFWRUV ,Q D UHFRQVWUXFWLRQ RI WKH UXQXS WR WKH
¶&(7$VDJD·/H6RLUDOVRDUJXHG WKDW WKH&RPPLVVLRQPXVWKDYHEHHQ ¶GHDI·QRW WR
KDYH KHDUG WKH:DOORRQ FRPSODLQWV EHIRUH 2FWREHU  ,W VKRZHG WKDW:DOORQLD
KDGEHHQYHU\FOHDUDERXWLWVGRXEWVDQGHYHQLWVLQWHQWLRQWRYHWRWKHDFFRUGXQOHVV
FKDQJHVZHUHPDGHIRUDYHU\ORQJWLPHDQGWKDWLWKDGWULHGWRFRPPXQLFDWHWKLVWR
WKH &RPPLVVLRQ DQG WKH IHGHUDO OHYHO 2Q WKH VXEVWDQFH WKH\ UHPDLQHG PRUH
QHXWUDO DOWKRXJK WKH\ RIIHUHG DPSOH VSDFH IRU FULWLFV WKH\ DOVR TXDOLILHG WKH
HFRQRPLF VWDNH IRU:DOORQLD ¶RI DOO:DOORRQ H[SRUWV¶ DQG WKH(8 LQ VHYHUDO
DUWLFOHVIRUH[DPSOHFDOOLQJLQWRGRXEWWKH&RPPLVVLRQ·VFODLPWKDWWKH)7$VZRXOG
OLIW(XURSHRXWRIWKHFULVLVDSLHFHZLWKTXRWHVIURP$:(;DQGWKH8:(DERXWWKH
EHQHILWV IRU VSHFLILF ILUPV ZDV KHDGOLQHG ¶/H FRPPHUFH FRQWLQXHUD« SOXV RX PRLQV
IDFLOHPHQW·






GH GpEDWVSDUOHPHQWDLUHV HW OH UHVSHFW GHV DWWHQWHV GH OD VRFLpWp FLYLOH GDQVXQPRQGH R OD
UXSWXUH HQWUH OHV FLWR\HQV HW OD SROLWLTXH HVW ODUJHPHQW FRQVRPPpH·7KHLU SRUWUD\DORI
FG+ IRFXVHG RQ LWV GHIHQVH RI DJULFXOWXUH DQG 60(V EXW DOVR RQ KRZ LW KDG EHHQ
VOLGLQJ LQ WKH SROOV DQG FOHDUO\ QHHGHG D ILJKW OLNH &(7$ WR UDLVH LWV SURILOH
+RZHYHULQDODWHUHGLWRULDO/H6RLUUHSHDWHGH[SOLFLWO\WKDWWKH\GLGQRWEHOLHYHWKDW
FG+ DQG WKH 36ZRXOG KDYH HQWHUHG WKLV ILJKW MXVW WR VFUDSH RII D IHZ SHUFHQWDJH
SRLQWV IURP WKH 37% LQ WKH SROOV 7KHLU GRXEWV ZHUH VHHQ DV ZKLOH SHUKDSV QRW





,Q FRQWUDVW IURP 6HSWHPEHU RQ /·(FKR EHFDPH PRUH VNHSWLFDO RI WKH :DOORRQ





















(8 WKH\ PDLQWDLQHG ,Q ODWHU SLHFHV WKH\ UHPDLQHG FULWLFDO IRU H[DPSOH DERXW
:DOORQLD·V ¶QRQVHQVLFDO· GHPDQG IRU LQFOXGLQJ %HOJLDQ *,V 7KH\ JDYH VSDFH WR
FLYLO VRFLHW\ WR UHVSRQG EXW DOVR WR ¶H[DVSHUDWHG· EXVLQHVV VXFK DV WKH 8:(
¶/
DWWLWXGH GH OD5pJLRQ HVW LQFRPSUpKHQVLEOH /D:DOORQLH D DEVROXPHQW EHVRLQ G
H[SRUWHU
SRXUVHPDLQWHQLU·WRVRXUFHVIURPWKH&RPPLVVLRQZKLFKGHIHQGHGWKHWUHDW\DQG
WKHZD\ LWZDV QHJRWLDWHG DQG WR RWKHU SURSRQHQWV RI&(7$ZKRVH DUJXPHQWV




)XUWKHUPRUH/·(FKRZDVPRUHZDU\ RI WKHSROLWLFV RI WKH:DOORRQ JRYHUQPHQW LW
SRUWUD\HGWKHYHWRDVDVKUHZGPRYHE\WKH36DQDFWRIVHOIGHIHQVHDJDLQVWWKHULVH
RIWKH37%ZLWKWKHDGGHGEHQHILWRIVDERWDJLQJWKHIHGHUDOJRYHUQPHQWEXWDOVRDVD







QHXWUDO UHSRUWV RI HYHQWV %RWK SDSHUV DOVR DOORZHG IRU FRPPHQWDU\ ZLWK D YLHZ
FRQWUDGLFWLQJWKHLUV/·(FKRSXEOLVKHGDOHWWHUE\DJURXSRI0(3VWLWOHG¶ZK\&(7$
LVDEDGGHDOIRU(XURSH·DQG/H6RLUPDGHVSDFHIRUDFRPPHQWDU\WKDWFDOOHGIRUWKH







7KLVGHWDLOHG UHSRUWLQJ E\ WKHSDSHUV FRQWLQXHGGXULQJ WKH ILQDO WZRZHHNVRI WKH
¶&(7$VDJD·$ORWRIDWWHQWLRQZHQWWRWKHLQWHUQDWLRQDOSUHVVXUHDQGEDUJDLQLQJEXW
DOVR WR WKH LQWUD%HOJLDQ FRRUGLQDWLRQ DQG WKH SHFXOLDU VWUHWFKLQJ RI WKH




































FULWLFDO WRQH DERXW WKH )OHPLVK OLEHUDO·V DQG 92.$·V SOHD WKDW WKH IHGHUDO OHYHO
VKRXOGUDWLI\¶DQ\ZD\·XQFRQVWLWXWLRQDOO\LJQRULQJWKH:DOORRQSRVLWLRQDPRYHWKDW
ZDVQRWVXSSRUWHGE\WKH)OHPLVKOLEHUDOV·SDUWQHUVRUWKH05/H6RLUGLVFXVVHG
WKH SDUOLDPHQW·V IHDUV WKDW 0DJQHWWH ZRXOG JLYH LQ WRR HDVLO\ DQG KRZ WKH
SDUOLDPHQWZDVWU\LQJWRSXWSUHVVXUHRQKLPVRWKDWKHZRXOGSUHVHQWKLVUHVXOWWR
WKHPEHIRUHDJUHHLQJ ¶$QGUp$QWRLQH&'+Q·D MDPDLVFHVVpGHYHLOOHUDXJUDLQ ©-·DL
IDLWSDVVHUXQPHVVDJHFODLUDXPLQLVWUHSUpVLGHQWH[SOLTXDLWLOHQILQGHMRXUQpH,OQ·\DSDV
GH GpFLVLRQ SRVVLEOH VDQV O·DYDO GX SDUOHPHQW·0RUH JHQHUDOO\ WKH\ HPSKDVL]HG WKH
LPSRUWDQW UROH SOD\HG E\ FG+ LQ SXVKLQJ 0DJQHWWH WRZDUGV KROGLQJ KLV OLQH





DQG HGLWRULDOV /H 6RLU FRQWLQXHG WR SUDLVHG WKH DQDO\WLFDO ZRUN WKDW KDG EHHQ
LQYHVWHGE\WKHSDUOLDPHQWDQGRIWHQSRLQWHGRXWWKHYDVWFRQWLQJHQWRIFLYLOVRFLHW\





HFRQRPLFV ZKLFK UHSHDWHG WKH VDPH FULWLFLVPV LVRODWLRQZDVEDG IRU WKH LPDJHRI
:DOORQLD LI QRW D GHDOZLWK&DQDGD WKHQZLWKZKR"&(7$ LV D JRRGSURJUHVVLYH
DJUHHPHQW WKH36 LV MXVW ULOHGXSE\WKHSROOV2Q:DOORQLD·V ¶GHPRFUDWLF ULJKW·WR








OHV IUDQFRSKRQHV EHOJHV VRQW LVROpV VXU FHWWH TXHVWLRQ HW TXH OHXUV GHPDQGHV VRQW SDUIRLV
IDQWDLVLVWHV·+RZHYHU DJDLQ WKLV SLFWXUHZDV QRW EODFN DQGZKLWH /·(FKR·V IDFW
FKHFNLQJ DQDO\VHV RI WKH FODLPV RI WKH FULWLFV ZHUH TXLWH QXDQFHG DQG WKH\ DOVR
SXEOLVKHGSLHFHVE\FULWLFVVXFKDVWKH8&0

:KHQDGHDOZDV ILQDOO\ VWUXFN/H6RLU·VSRVLWLYH HYDOXDWLRQRI WKHZKROH HSLVRGH
DQG RI WKH ILQDO DFFRUG ZDV SRVLWLYH ¶OHV:DOORQV SHXYHQW VH YDQWHU G·DYRLU FKDQJp
O·+LVWRLUH ,OV RQW GpIHQGX GHV QRUPHV HW GHV VWDQGDUGV LQWHUQDWLRQDX[ TXL IHURQW


























,Q WKH%HOJLDQ)UDQFRSKRQHSUHVV UHSRUWLQJ DERXW&(7$EHFDPHPRUH DQGPRUH
LQWHQVHIURPRQWKHUHZHUHPDQ\SLHFHVDERXWWKHFRQWHQWVRIWKH)7$VDVZHOO
DVWKHLUGD\WRGD\SROLWLFVDQGQXPHURXVLQWHUYLHZVZLWKWKHPDLQH[HFXWLYHDFWRUV
QRWDEO\ 0DJQHWWH ,QLWLDOO\ WKH WRQH DERXW WKH FULWLFV RI &(7$ ZDV QHXWUDO RU





RI HOHFWRUDO RSSRUWXQLVPDQGPRUHHPSKDVLVRQ WKHZRUN WKDW WKHSDUOLDPHQWKDG
LQYHVWHG LQ DQDO\]LQJ WKH WUHDW\ $SDUW IURP SOHQW\ RI SROLWLFLDQV LQLWLDOO\
SDUWLFXODUO\ DQ ,17$0(3 IURP WKH36 WKHUHZDVD ODUJH DPRXQWRI DWWHQWLRQ IRU
FLYLO VRFLHW\ZKLFKZDVDOVRJLYHQPXFKVSDFH WRSXEOLVK WKHLURZQFRPPHQWDULHV
DQG TXRWHV %XVLQHVV ZDV UHODWLYHO\ DEVHQW DOWKRXJK WKH\ ZHUH PRUH SUHVHQW LQ






DV :DOORQLD·V EORFNDJH 7KH GHDO ZDV SRUWUD\HG DV SURPLVLQJ VWURQJ HFRQRPLF
EHQHILWVIRUWKH)OHPLVKHFRQRP\WKURXJKERRVWHGH[SRUWVDQGDVKDYLQJLPSRUWDQW
JHRVWUDWHJLFUHSHUFXVVLRQVEHFDXVHLWZRXOGIRUWLI\WKH1RUWK$WODQWLFOLQNVLQIDFHRI
D ULVLQJ &KLQD ² VHWWLQJ ¶JOREDO VWDQGDUGV· 7KH TXRWHG DFWRUV ZHUH PRVWO\
JRYHUQPHQW YRLFHV QRWDEO\ PLQLVWHUSUHVLGHQW %RXUJHRLV IURP WKH 19$ DQG WKH
HPSOR\HUV·IHGHUDWLRQV&LYLOVRFLHW\ZDVIDUOHVVSUHVHQWLQWKHGD\WRGD\UHSRUWLQJ
DQGFRPPHQWDULHVDQGWKHLUDUJXPHQWVZHUHDOZD\VFRXQWHUHGZLWKRSSRVLQJYLHZV
ZKLFK ZDV QRW WUXH YLFH YHUVD :DOORQLD·V GHPDQGV ZHUH SRUWUD\HG DV
XQUHDVRQDEOHDVWKUHDWHQLQJQRWRQO\WKHGLUHFW)OHPLVKJDLQVRIWKHGHDOEXWDOVR
LUUHFRYHUDEOHGDPDJHWR%HOJLXP·VDQGWKH(8·VLQWHUQDWLRQDOUHSXWDWLRQ7KHSDSHUV
DUJXHG WKDW LW ZDV PRWLYDWHG ODUJHO\ E\ HOHFWRUDO FDOFXODWLRQ WKH 36 ZDV EHLQJ
KDXQWHG E\ D VRDULQJ37%2QO\'H 6WDQGDDUG VKLIWHG WRQH VRPHZKDW LQ WKH ILQDO
ZHHNV RI 2FWREHU EHFRPLQJ PRUH V\PSDWKHWLF WR WKH DUJXPHQWV WKRXJK QRW
QHFHVVDULO\WKHPRWLYDWLRQVRIWKHFULWLFV
 





 6DLQW3DXO GH &KDUOHURL  /






VRXUFH ZH FDQ XVH DUH WKH (XUREDURPHWHU VXUYH\V RQ 77,3 FRQGXFWHG E\ WKH
(XURSHDQ &RPPLVVLRQ 7KHVH KDYH WKHLU GUDZEDFNV KRZHYHU DV WKH\ GRQ·W
GLVWLQJXLVK EHWZHHQ )ODQGHUV DQG:DOORQLD IRU H[DPSOH DQG 77,3 PD\ QRW EH D








UHVSRQGHQWV DQVZHUHG ¶\HV· WR WKH IROORZLQJ TXHVWLRQ ¶'R \RX VXSSRUW 3DXO
0DJQHWWH·VILJKWIRUDPRGLILFDWLRQRI&(7$WKHIUHHWUDGHDJUHHPHQWZLWK&DQDGD·
$OWKRXJK , KDYH LQ WKLV UHVHDUFK QR ZD\ WR GHFLVLYHO\ DWWULEXWH WKHVH GHYHORSLQJ
VXUYH\ GDWD WR WKH &62 FDPSDLJQ LW VHHPV TXLW VHQVLEOH WKDW WKH\ ZHUH LQGHHG
OLQNHG ,Q DQ\ FDVH WKH\ GHPRQVWUDWH WKDW SXEOLF VXSSRUW IRU PRGLI\LQJ &(7$
DOWKRXJK5/7·VTXHVWLRQGRHVQRWWHOOXVKRZIDUWKLVZHQWZDVTXLWHVXEVWDQWLDOLQ





























$QRWKHU LQGLFDWLRQ RI WKH SROLWLFDO HIILFDF\ RI &6·V DFWLYLW\ LV WKHPXVKURRPLQJ RI
PXQLFLSDOLWLHV WKDW GHFODUHG WKHPVHOYHV ¶77,3&(7$IUHH· $FFRUGLQJ WR GDWD
FROOHFWHG E\ WKH 6WRS77,3 &DPSDLJQ E\ 1RYHPEHU   FRPPXQLWLHV KDG
DFFHSWHG PRWLRQV DJDLQVW 77,3 DQG  KDG GHFODUHG WKHPVHOYHV ¶KRUV 77,3· 7KLV
DFFRXQWHG IRU   RI DOO:DOORRQ FRPPXQLWLHVZKLFK WRJHWKHU FRYHUHG
RIWKH%HOJLDQSRSXODWLRQFRPPXQLWLHVKDGH[SUHVVO\VXSSRUWHG77,3RUKDG
WDNHQLQDQRIILFLDOSRVLWLRQWKDWZDVQRWFOHDUO\DJDLQVWWKHWUHDW\OLNH*KHQW%RWK
SUR DQG FRQWUD 77,3 FRPPXQLWLHV ZHUH DOPRVW FRPSOHWHO\ DEVHQW LQ )ODQGHUV
KRZHYHU,QWKHVLWXDWLRQORRNHGDVIROORZV
7KH FRPPXQLWLHV LQ JUHHQ VKRZ WKH  FRPPXQLWLHV WKDW KDG HLWKHU DJUHHG RQ
UHVROXWLRQVRSSRVLQJ77,3RUWKDWKDGGHFODUHGWKHPVHOYHV77,3&(7$IUHHLQ
1RYHPEHU  7KH UHG FRPPXQLWLHV  DJUHHG RQ UHVROXWLRQV WKDW GHFODUHG
WKHPVHOYHV HLWKHUSUR77,3RU WKDW DQQRXQFHG WKDW WKH\ZHUHQRWJRLQJ WR WDNH LQ
DQ\ FOHDU SRVLWLRQ VXFK DV *KHQW·V GHFODUDWLRQ RQ WKH PDWWHU 7KH GDUN EOXH

































































































































)LQDOO\ VRPH RWKHU LQGLFDWRUV LQFOXGH WKH VXFFHVV RI VXUYH\V QHZVOHWWHUV DQG
SURWHVWV $FFRUGLQJ WR %UXQR 3RQFHOHW IURP 1R 7UDQVDW GXULQJ D SDUOLDPHQWDU\
KHDULQJWKHLUSODWIRUPKDGJDWKHUVLJQDWRULHVEHWZHHQDQG%\
WKLVKDGLQFUHDVHGWRRYHU$QRWKHUH[DPSOHZHUHWKH%HOJLDQFRQWULEXWLRQVWR
WKH 77,3&(7$ (&, WKDW ZDV ODXQFKHG LQ 2FWREHU  DV LQ D FRXSOH RI RWKHU
FRXQWULHV%HOJLXPRYHUVKRW LWVTXRUXPQHHGHG IRU WKH(&, WRPDNH LWE\ WLPHV
JDUQHULQJVLJQDWXUHVLQVWHDGRIWKHQHFHVVDU\LQRQH\HDU)LQDOO\DV
ZDVDFNQRZOHGJHGE\VRPHRIWKHFDPSDLJQHUVWKHVWUHHWSURWHVWVZHUHTXLWHYLVLEOH
HJ WKH XVH RI WKH 7URMDQ +RUVH EXW VWLOO UHPDLQHG PRGHVW 7KH ELJJHVW PDUFK
JDWKHUHGDERXWSHRSOHLQ%UXVVHOVRQ6HSWHPEHU








%HOJLDQ SDUOLDPHQWV KDV JHQHUDOO\ UHPDLQHG YHU\ PRGHVW ,Q WKLV VHFWLRQ ,
LQYHVWLJDWHG WRZKDW H[WHQW WKH &62VZHUH DEOH WR WXUQ WKLV DURXQG DQG WR ZKDW
H[WHQWWKH\ZHUHDEOHWRXVH%HOJLXP·VFKDPEHUVDVEXOOKRUQVIRUWKHLUGHPDQGV

, KDYH DQDO\]HG DQG VXPPDUL]HG WKH IHGHUDO )OHPLVK DQG:DOORRQ SDUOLDPHQWDU\
GHEDWHVRQ&(7$+RZHYHUEHFDXVHWKLVLVVLPSO\WRRPXFKWH[WWRLQFOXGHKHUH,
ZLOORQO\SUHVHQWWKHVXPPDULHVRIHDFKFKDPEHU·VGLVFXVVLRQVEHIRUHDQDO\]LQJWKH
UROH RI &62 FDPSDLJQLQJ LQ HDFK SDUOLDPHQWDU\ DUHQD 7KH IXOO SDUOLDPHQWDU\
DQDO\VHVFDQEHIRXQGLQWKHDQQH[WRWKLVPHFKDQLVP





















,Q :DOORQLD DIWHU D QHDUWRWDO ODFN RI DWWHQWLRQ IRU WKH WUHDW\ WKURXJKRXW WKH
QHJRWLDWLRQVDQLQWHQVHSDUOLDPHQWDU\SURFHVVNLFNHGRIIDIWHU)LUVWDVDQLVVXH
WKDWZDVWUDLOLQJ77,3EXWHVSHFLDOO\IURPRQLQFUHDVLQJO\DOVRDVDVWDQGDORQH




05 DV WKH WUHDW\·V VROH VXSSRUWHU ,W PXVW EH QRWHG KRZHYHU WKDW FG+ EHFDPH D
ILHUFHURSSRQHQWRI&(7$LQZKLOHEHIRUHLWKDGWULHGWRTXDOLI\WKHPL[LQJRI
&(7$ ZLWK 77,3 7KH 36 ZDV TXLWH FULWLFDO YHU\ HDUO\ RQ LQ WKH SURFHVV EXW
SRVWSRQHG DORQJ ZLWK FG+ D UHVROXWLRQ FDOOLQJ IRU WKH JRYHUQPHQW·V RSHQ
RSSRVLWLRQ WR WKH WUHDW\ VHH EHORZ LQ +RZHYHU HYHQ LQ  ERWK RI WKHVH
SDUWLHV·03VKDGH[SUHVVHGWKHSRVLWLRQWKDW&(7$ZRXOGEHXQDFFHSWDEOHDVORQJDV
LW LQFOXGHG ,6'6 %\  WKH ODVW WUDFHV RI UHWLFHQFH KDG GLVVROYHG DQG WKH\
VXSSRUWHG WKH KLJKO\ FULWLFDO UHVROXWLRQ RI $SULO  ZKLFK FDOOHG RQ WKH
JRYHUQPHQWWRXVHLWVLQWUD%HOJLDQYHWR

,W·V FOHDU WKDW WKHUH ZDV D ORW RI RYHUODS EHWZHHQ WKH SDUOLDPHQWDU\ FULWLFLVPV RI
&(7$ DQG WKH FODLPVPDGH E\ WKH GHDO·V VRFLHWDO RSSRQHQWV  WKH 8&0 DQG WKH
IDUPHUVEXWHVSHFLDOO\WKHWUDGHXQLRQVWKHKHDOWKIXQGVDQGWKH&1&'7KHVHZHUH
DOVRZHOOUHSUHVHQWHGLQWKHFRPPLWWHH·VKHDULQJVDQGWKHLUUROHZDVSUDLVHGDOPRVW
DV D PDQWUD DJDLQ DQG DJDLQ WKH SURJUHVVLYH03V UHIHUUHG WR TXRWHG IURP DQG
UHMRLFHGDERXWWKH&62V·FDPSDLJQ$WOHDVWUKHWRULFDOO\LWDSSHDUHGDVLIWKHVH03V
ZHUHGULYHQE\ WKHQHDUXQLYRFDOSUHVVXUHRI WKHLUFLWL]HQU\ ,Q WHUPVRIVXEVWDQFH
WKH03V·DUJXPHQWVIRFXVHGRQWKHGDQJHUVRI,6'6IRUGHPRFUDF\DQGWKHULJKWWR
UHJXODWHQRWDEO\WKURXJKLWVUROHDVD ¶7URMDQ+RUVH· IRU86PXOWLQDWLRQDOVRQWKH
WKUHDW SRVHG WR SXEOLF VHUYLFHV E\ QHJDWLYH OLVWLQJ RQ WKH HIIHFWV IRU (XURSHDQ
DJULFXOWXUH DQG RQ WKH ODFN RI WUXO\ HQIRUFHDEOH VXVWDLQDEOH GHYHORSPHQW ODERU
HQYLURQPHQW SURYLVLRQV 7KHUHZDV DOVR RFFDVLRQDO FULWLFLVP RI &(7$·V HIIHFWV RQ
JURZWKDQGHPSOR\PHQWDQGLWVGHWULPHQWDOLQIOXHQFHRQKHDOWKDQGIRRGVWDQGDUGV

























77,3 LQ LWV XVXDO SUHHOHFWLRQ ZRUN WKH\ VHQW DURXQG TXHVWLRQQDLUHV DV ZHOO DV
PHPRUDQGDZLWK OLVWV RI GHPDQGV IRU WKH HOHFWLRQV WR DOO WKH SROLWLFDO SDUWLHV DQG
WRJHWKHUZLWK'DQGWKHRWKHUDFWRUVDVVRFLDWHGZLWKWKHFDPSDLJQDWWKLVHDUO\
VWDJH WKH\RUJDQL]HGHYHQWV IRU SROLWLFLDQV DQG WKHSXEOLF DW WKH ORFDO OHYHOZKHUH
WKH\ TXHVWLRQHG FDQGLGDWHV RQ D YDULHW\ RI WRSLFV LQ ZKLFK WKH\ DOZD\V LQFOXGHG
TXHVWLRQVDQGUHPDUNVDERXW77,3&(7$DQG,6'67KLVHYHQWXDOO\WXUQHGLWLQWRD
WRSLFWKDWMXVWNHSWRQWXUQLQJXSIRUWKHSROLWLFLDQVDQGWKHLUHIIRUWVZHUHVXFFHVVIXO
7KH\ ZHUH LQYLWHG DW WKH 36 WR GLVFXVV ZLWK WKHP VRPH ZRUGLQJ LQ WKH SURJUDP
UHODWHGWRWUDGHDQGWKH36·HOHFWLRQSURJUDPILQDOO\GLGLQGHHGLQFOXGHVRPHTXLWH
VWURQJ ODQJXDJH UHODWHG WR LQYHVWPHQW DUELWUDJH ZKLFK UHIHUUHG H[SOLFLWO\ WR WKH
WUDQVDWODQWLFWUHDW\,QWHUYLHZ&1&'
$IWHUWKHHOHFWLRQWKH\FDOFXODWHGWKDWWKHSROLWLFDOZLQGVZHUHLQWKHLUIDYRUZKHQ
LW EHFDPH FOHDU WKDW WKH 36 DQG FG+ZRXOG EH LQ WKH UHJLRQDO EXW QRW WKH IHGHUDO
JRYHUQPHQWSXVKLQJ:DOORQLDWRUHMHFW&(7$VHHPHGOLNHLWKDGEHFRPHDIHDVLEOH
REMHFWLYH :KLOH WKH QHJRWLDWLRQV IRU WKH JRYHUQPHQW GHFODUDWLRQ ZHUH RQJRLQJ
&1&'JRWLQWRXFKZLWKVRPHRIWKHSHRSOHWKH\NQHZZHUHDURXQGWKHWDEOH8VLQJ
WKH ODQJXDJHIURPWKHSURJUDPVDV OHYHUDJHDVZHOODVVRPHRIWKHDOUHDG\FULWLFDO
WUDGHUHODWHG EXW QRW 77,3 RU &(7$ UHODWHG SRLQWV IURP WKH  JRYHUQPHQW
GHFODUDWLRQ WKH\PDQDJHG WR JHW D ORW RI WKHLU GHVLUHG FULWLFDO ODQJXDJH WKURXJK
,QWHUYLHZ&1&'$FFRUGLQJWR&1&'WKLVJRYHUQPHQWGHFODUDWLRQVHHWKH
GHFLVLRQPDNHUV·PHFKDQLVPIRUDGLVFXVVLRQWKHQDOVRKHOSHGZLWKNLFNVWDUWLQJWKH
SDUOLDPHQWDU\ZRUNRQ WKH)7$V WKHSDUOLDPHQW ODXQFKHGD VHULHVRIKHDULQJVRQ
WKHGRVVLHUVZKLFKHYHQWXDOO\OHGWRDUHVROXWLRQRQ77,3LQ0D\6RRQDIWHUVR
WKH&1&'FODLPVWKH\VXFFHVVIXOO\SXVKHGWKHSDUOLDPHQWWRQRZIRFXVLWVDWWHQWLRQ
RQ &(7$ E\ WDNLQJ WKH UHG OLQHV WKH\ WKHPVHOYHV KDG RXWOLQHG LQ WKH 77,3












:DOORRQ FRPPLWWHH RQ (XURSHDQ DIIDLUV WR LQYHVWLJDWH 77,3 LQ 6HSWHPEHU 
6KRUWO\ WKHUHDIWHU LQ'HFHPEHU 1R 7UDQVDW DQGSUREDEO\ RWKHU FLYLO VRFLHW\
RUJDQL]DWLRQV RXU VRXUFH KDG MXVW PHW 1R 7UDQVDW ZDUQHG (FROR WKDW WKH\ ZHUH
IRUJHWWLQJ DERXW &(7$ 6R WKH\ KHOSHG JXLGH WKLV ZRUN RI DXGLWLRQV TXHVWLRQV
UHVROXWLRQV WRZDUGV WKLV WUHDW\ DVZHOO ¶'RQF XQ SURFHVVXV WUqV WUqV SDUWLFLSDWLI WUqV
GpPRFUDWLTXH LO \ DYDLW EHDXFRXS EHDXFRXS G
DXGLWLRQV HW XQH DQDO\VH GX GRVVLHU·
,QWHUYLHZ03(FROR:DOORQLD
2Q0D\WKH:DOORRQSDUOLDPHQWSURSRVHGDUHVROXWLRQLQFRQFHUQWR&(7$
7KH GUDIW UHVROXWLRQ·V ZRUGLQJ ZDV VWURQJ FDOOLQJ &(7$ D ¶7URMDQ KRUVH· DQG
RSSRVLQJ WKH GHDO DV LW VWRRG ODQJXDJH ZKLFK EHFDPH HYHQ VKDUSHU DQG PRUH
GHWDLOHG LQ WKH ILQDO YHUVLRQ ,W H[SOLFLWO\ PHQWLRQHG WKH 0D\ WK &RDOLWLRQ LQ LWV
¶EDFNJURXQG· VHFWLRQ DQG WKH DXWKRUV XQGHUOLQHG WKHLU DJUHHPHQW ZLWK WKH
FRDOLWLRQ·V VWDQFH ¶/H  PDL  XQH FRDOLWLRQ XQLTXH G·RUJDQLVDWLRQV V\QGLFDOHV
PXWXDOLWpV RUJDQLVDWLRQ GH FRQVRPPDWHXUV DVVRFLDWLRQV GH GpIHQVH GH O·HQYLURQQHPHQW HW
21*GHVROLGDULWp LQWHUQDWLRQDOHV·HVWPRELOLVpHjFHVXMHW HQGHPDQGDQWXQJHVWHSROLWLTXH
FODLUPDUTXDQWXQHRSSRVLWLRQQHWWHjO·$(&*·
$FFRUGLQJ WR &1&' DIWHU WKLV UHVROXWLRQ WKH\ FRQWLQXHG WR SXW SUHVVXUH RQ WKH
SDUOLDPHQW$URXQG WKHEHJLQQLQJRI WKH VWUXJJOHZDV WR IXUWKHU VKDUSHQ WKH
UHVROXWLRQVRWKDWLWZRXOGLQFOXGHDQH[SOLFLWOLQHVWDWLQJWKDW¶WKHSDUOLDPHQWDVNVWKH
:DOORRQJRYHUQPHQWWRUHIXVHWKHGHOHJDWLRQRISRZHUWRVLJQ&(7$·$FFRUGLQJWR&1&'
IRU D ORQJZKLOH WKH36LQSDUOLDPHQWZDV EDUUHG E\0DJQHWWH·V FDELQHW WR OHW WKLV
VHQWHQFHWKURXJK7KHQDWRQHSRLQWWKLVHPEDUJRZDVOLIWHGZKLFKWKH\EHOLHYHZDV
GXH WR QHZ GLVFXVVLRQV LQVLGH WKH 36·V WRS QRW EHFDXVH RI DQ\ DXWRQRPRXV
LQLWLDWLYHVE\WKHSDUOLDPHQWDQGDKLJKO\FULWLFDOUHVROXWLRQZDVDGRSWHG,QWHUYLHZ
 &1&'  7KLV RI FRXUVH UDLVHV WKH TXHVWLRQ WR ZKLFK H[WHQW ZH FDQ UHDOO\
DQDO\]HWKHSURFHVVLQWKHSDUOLDPHQWDVVHSDUDWHIURPWKHH[HFXWLYHLQVLGHOREE\LQJ
,WQRQHWKHOHVVDSSHDUVWKDW WKHSDUOLDPHQWKDGDOVRWDNHQRQDG\QDPLFRI LWVRZQ
$FFRUGLQJ WR DQ03 IURP WKH36 WKHGHEDWH LQ:DOORQLDZDV UHPDUNDEOH EHFDXVH
03V UHDOO\ WRRN FKDUJH LQ WKHGHEDWH EROVWHUHGE\ WKH DPRXQWRISXEOLF DWWHQWLRQ
DQG WKDW WKH SDUOLDPHQW ZDV WKHUHIRUH DEOH WR DOVR HQWHU LQWR D GLDORJXH ZLWK WKH
:DOORRQ JRYHUQPHQWZKLFK FRXOG WKHQSUHVHQW WKHLU GHPDQGV WR WKH IHGHUDO OHYHO
,QWHUYLHZ0336)HGHUDO7KHUHPXVWKDYHDOVREHHQDFHUWDLQDPRXQWRI
SDWKGHSHQGHQF\DWSODFHKHUH DQG WKHJRYHUQPHQWKDGQR FRQWURORYHU WKHSDUW\
WKDWGURYH WKHGHEDWHZLWKYHU\FULWLFDOSRVLWLRQVDQGWKHELJJHVWSURSRUWLRQRI WKH
LQWHUYHQWLRQV(FROR
,Q DQ\ FDVH HYHQWXDOO\ WKLV OHG WR WKH:DOORRQ UHVROXWLRQRQ&(7$RQ$SULO WK
 7KLV WH[W FDOOHG RQ WKH:DOORRQ JRYHUQPHQW WR GR VHYHUDO WKLQJV )LUVW LW
QHHGHGWRGHPDQGWKDW%HOJLXPUHTXHVWHGDOHJDODGYLFHIURPWKH&-(LQUHJDUGVWR












&(7$·V FRPSDWLELOLW\ ZLWK (XURSHDQ ODZ 6HFRQGO\ %HOJLXP QHHGHG WR VXSSRUW
&(7$·V¶PL[LW\·LQWKH&RXQFLOKDGWRRSSRVHSURYLVLRQDODSSOLFDWLRQDQGQHHGHGWR
JLYH SULRULW\ WR VWDWHVWDWH GLVSXWH VHWWOHPHQW 7KLUGO\ WKH:DOORRQ H[HFXWLYH ZDV
DVNHGWRGHQ\WKHIHGHUDOJRYHUQPHQWWKHSRZHUWRVLJQWKHDJUHHPHQW)LQDOO\WKH
JRYHUQPHQWZDV DVNHG WRZRUNZLWK WKH (XURSHDQ LQVWLWXWLRQV LQ RUGHU WR HQVXUH
WKDW DOO WUDGH DJUHHPHQWV SURYLGHG IRU WKH IROORZLQJ HOHPHQWV WKH LQFOXVLRQ DQG
VWUHQJWKHQLQJ RI VRFLDOHQYLURQPHQWDOKXPDQ ULJKWV· QRUPV WKH XVH RI ¶SRVLWLYH
OLVWLQJ· WKH H[SOLFLW H[FOXVLRQ RI SXEOLF VHUYLFHV D FODXVH HQIRUFLQJ 81(6&2·V
FRQYHQWLRQ RQ FXOWXUDO GLYHUVLW\ D FKDSWHU GHGLFDWHG WR 60(V DQG D VWURQJ
¶DJULFXOWXUDO H[FHSWLRQ· DOORZLQJ IRU DJULFXOWXUDO VDIHJXDUGPHDVXUHV ,W DOVR FDOOHG
IRURSHQLQJXSWUHDWLHVWRRWKHUSDUWLFLSDQWVVRWKDWWKH\PD\RQHGD\EHFRPHSDUWRI




DJDLQVW PLQLVWHUSUHVLGHQW 0DJQHWWH VXSSRUWHG LWV VXEVWDQFH DQG DOVR KDLOHG WKH
LQWHQVLW\DQGTXDOLW\RIWKHSDUOLDPHQWV·GHOLEHUDWLRQV/LNHPDQ\RIWKHUHVROXWLRQ·V
VXSSRUWHUVEHIRUHKLPKHDOVRPHQWLRQHGWKHLPSRUWDQWUROHSOD\HGE\DEURDGVHWRI
VRFLHWDO RSSRQHQWV WR WKH GHDO LQFOXGLQJ FRQVXPHU RUJDQL]DWLRQV 1*2V 60(V·





VXIILFH DQG DFFRUGLQJ WR WKHLU RZQ DQDO\VLV ZDV QRW OHJDOO\ ELQGLQJ 0DJQHWWH
SURPLVHG QRW WR VLJQ WKH GHDO XQOHVV WKH SDUOLDPHQW·V GHPDQGV ZHUH PHW

























DQG WKXV WR WKH LVVXHV UDLVHGE\ FLYLO VRFLHW\XQGHUVFRULQJ LQSDUWLFXODU&(7$·V







GHEDWHV WRZKLFKVKHZDV LQYLWHG IHDWXULQJ77,3DQG,6'6PRUHDQGPRUHSHRSOH
IURP FLYLO VRFLHW\ JRW LQYROYHG VHQGLQJPDLOLQJV WR03VZLWK GHPDQGV DERXW WKH










D FRXQWU\ OLNH 8NUDLQH SDVVHG ZLWKRXW WURXEOH" 7KH GHEDWH ZDV RIWHQ LUUDWLRQDO
HPRWLRQDOEXLOWDURXQG V\PEROLF VWUXJJOHV UDWKHU WKDQVXEVWDQFH VKHFODLPHG6KH
KDGQRWEHHQFRQWDFWHGE\DQ\RIWKH1*2VMXVWRQFHE\WKH&KULVWLDQWUDGHXQLRQ
VRPHWKLQJVKHODPHQWHGLWVKRZHGKRZWKHGHEDWHZDVYHU\RQHVLGHGWKHUHZDVQ·W





















7KH SURSRQHQWV QHYHU FLWHG EXVLQHVV· VWDWHPHQWV LQVWHDG WKH\ VWXFN WR JHQHUDO
FRPPHQWV DERXW WKH QHFHVVLW\ RI IUHH WUDGH WKH JRRG UHODWLRQV ZLWK OLNHPLQGHG
&DQDGD DQG WKH HPEDUUDVVPHQW RI LVRODWLRQ RQ WKH LQWHUQDWLRQDO VWDJH $W OHDVW
VXSHUILFLDOO\WKHQDWWKHOHYHORIGLVFRXUVHFLYLOVRFLHW\ZDVZHOOUHSUHVHQWHGLQ'H
.DPHU
7KH03IURPWKH05DVZHOODV WKH36GLVFXVVHGWKH)7$VIURPWLPH WR WLPHZLWK








LGHRORJLFDOO\FKDUJHG WKDQEHIRUH ,Q WKHSDVWGLVFXVVLRQKDGRIWHQEHHQ OLPLWHGWR
WKH HFRQRPLF PLVVLRQV XQGHUWDNHQ E\ %HOJLXP DQG WKH UHJLRQV RFFDVLRQDOO\
VRPHRQH SRLQWHG RXW VRPH VSHFLILF VHFWRUDO LQWHUHVW WKDW QHHGHGPRUH DWWHQWLRQ LQ
RQJRLQJWDONV:LWKWKHH[FHSWLRQRIDUPV·WUDGHWKHUHZDVVHOGRPDQ\GLVFXVVLRQV










2XU UHVSRQGHQWV IURP WKH FHQWHUULJKW HFKRHG WKH (FRQRPLVW·V REVHUYDWLRQ WKDW ROG
OHIWULJKWFOHDYDJHVKDGEHHQFURVVFXWE\DQRSHQFORVHGGLYLGH6XEVWDQWLYHO\WKH\
DUJXHG WKH *UHHQV DQG 6RFLDOLVWV ZHUH QRZ DOOLHG ZLWK WKH H[WUHPHULJKW 2XU
UHVSRQGHQWVRIWKHOHIWRQWKHRWKHUKDQGUHMRLFHGWKDWWKH¶7,1$·GRFWULQHKDGQRZ


















WR DJUHHKDGEHHQ WKH JURZLQJSXEOLF DZDUHQHVVRI DQGPRELOL]DWLRQ DJDLQVW WKH
WDONVZLWKWKH86$$EURDGVHWRI1*2VFRQVXPHURUJDQL]DWLRQVDQGWUDGHXQLRQV
KDG ODXQFKHG DQ DFWLYH FDPSDLJQ DJDLQVW 77,3 DQG WR D OHVVHU H[WHQW FHUWDLQO\
LQLWLDOO\ &(7$ 7KH\ KDGPRELOL]HG LQ WKH SXEOLF VSKHUH EXW DOVR UHDFKHG RXW WR
03V WKURXJKSHUVRQDO FRQWDFWV RU YLD HPDLO FDPSDLJQV 6LPXOWDQHRXVO\ WKHSUHVV
KDGDOVR LQFUHDVHG LWVFRYHUDJHRI WKH WUDGHGHDOV7KLVKDG VXFFHVVIXOO\GUDZQ WKH
SDUOLDPHQW·VDWWHQWLRQ,Q2FWREHUWKHWRSLF·VVDOLHQFHIXUWKHUVN\URFNHWHGZKHQ
DPRUHRYHUWSDUW\SROLWLFDOGLPHQVLRQZDV DGGHG WR WKHPL[DV:DOORQLD·V36OHG
UHVLVWDQFHDJDLQVW&(7$OHGWRYHU\KHDWHGGHEDWHVLQWKHSUHVVDQGWKHSDUOLDPHQWV
:DOORQLD·VPRYH DOVRPHDQW WKDW&(7$QRZHQWHUHG WKH OLPHOLJKWZKHUHDVEHIRUH
PRVW)OHPLVKSDUOLDPHQWDU\HQHUJ\KDGEHHQVSHQWRQ77,37KLVGHDOZDVSHUFHLYHG
DV WKHPRUH LPSRUWDQW DQG SRWHQWLDOO\PRUHPHQDFLQJ RI WKH WZRPLUURULQJ WKH
IRFXVRQ77,3E\FLYLOVRFLHW\·VFDPSDLJQV
2IFRXUVH WKHSUHGRPLQDQWO\ ULJKWZLQJ)OHPLVKSDUOLDPHQWZDVQRWREOLJHG WREH
UHVSRQVLYHWRWKHVHLQ)ODQGHUVDOOLQDOOPRGHVWDFWLRQVE\FLYLOVRFLHW\,QIDFWDVLQ
WKH IHGHUDOSDUOLDPHQW WKH03·V LQGLFDWHGWKDWDOWKRXJKWKH\KDG LQGHHGPHWZLWK
VHYHUDOVWDNHKROGHUVWKHVHFRQWDFWVZHUHRIWHQUDWKHURQHVLGHGWKHOHIWZLQJSDUWLHV
KDG VSRNHQ PRUH UHJXODUO\ ZLWK WKH YDULRXV JURXSV PRELOL]LQJ DJDLQVW WKH GHDO
ZKLOH WKH ODWWHUKDGVSHQW IDU OHVVUHVRXUFHVRQWU\LQJWRFRQYLQFHEXVLQHVVPLQGHG
SDUWLHVOLNHWKH19$RU2SHQ9/'
7KH03·V WKHPVHOYHVFLWHG WZRDGGLWLRQDO UHDVRQVIRU WKHDPRXQWRISDUOLDPHQWDU\
DFWLRQ 2QH LV LQWULQVLF WR WKH GHDOV WKH QDWXUH RI WKHVH HFRQRPLF WUHDWLHV KDV
FKDQJHG 1RW RQO\ KDYH WKH\ PRYHG EH\RQG WUDGLWLRQDO WDULIIV RXU QHJRWLDWLQJ
SDUWQHUVDUHQRZ IDUPRUHSRZHUIXOSOD\HUV WKDQEHIRUH(YHQSURSRQHQWVRI77,3
DQG&(7$DFNQRZOHGJHGWKDWWKHLUHFRQRPLFHIIHFWVFRXOGKDUGO\EHFRPSDUHGZLWK
WKH ROG GHDOV ZLWK GHYHORSLQJ FRXQWULHV DQG WKHLU HFRQRPLFDOO\ DQG SROLWLFDOO\
LQVLJQLILFDQW FRXQWHUZHLJKWVYLVjYLV WKH(8·VGRPLQDQFHDQG WKDW WKHUHZDVQRZ
PRUH FDXVH IRU YLJLODQFH ,QWHUYLHZ 03 19$  )OHPLVK $QRWKHU UHDVRQ
WKDWWKHVHGHEDWHVKDYHUHFHLYHGDPSOHDWWHQWLRQLQWKH)OHPLVKSDUOLDPHQWKDVWRGR
ZLWK DQ LQWUDSDUOLDPHQWDU\ GHYHORSPHQW WKH UHMXYHQDWLRQ RI WKH FRPPLVVLRQ IRU
(8DIIDLUVXQGHUFKDLUPDQ5LN'DHPVDQGWKHODWWHU·VZLOOLQJQHVVHYHQHDJHUQHVV
VLQFHWKHWRSLFVLQWHUHVWHGKLPDVZHOOWRPDNHURRPIRULQGHSWKGHEDWHVRQIRUHLJQ
HFRQRPLF SROLF\ 7KLV DOORZHG WKH FRPPLWWHH PHPEHUV WR EXLOG WKH UHTXLVLWH
H[SHUWLVH ZKLFK LQ WXUQ VWLPXODWHG GLVFXVVLRQV ,QWHUYLHZ  03 *URHQ)OHPLVK

+RZHYHU VRPHZKDW FRQWUDU\ WR WKH FODLPV RI WKH03V ZKLFKZHUHSHUKDSVPRUH
IRFXVHG RQ 77,3 WKDQ &(7$ P\ DQDO\VLV RI WKH TXHVWLRQV DQG GHEDWHV VHH WKH
DQQH[ VKRZV WKDW WKHUH ZDV QRW WKDW PXFK GHEDWH RI &(7$ LQ WKH )OHPLVK
SDUOLDPHQW DQG ZKDW GHEDWH WKHUH ZDV ZDV RIWHQ EULHI DUJXDEO\ VKDOORZ DQG
UHPDLQHGLQWKHVKDGRZRI77,3ZKLFKZDVGLVFXVVHGPRUHDWOHQJWK,QIDFWWKHUH
ZDVQRDFWLYLW\LQWKH)OHPLVKSDUOLDPHQWLQUHJDUGVWR&(7$XQWLOZKHQWKHUH




 WKH G\QDPLF ZDV PRVWO\ WKDW RI D 4	$ RULHQWHG DW PLQLVWHUSUHVLGHQW
%RXUJHRLVWKHUHZHUHYHU\OLWWOHOHQJWK\LQWHUYHQWLRQVRUGLVFXVVLRQV
7KH UXOLQJ SDUWLHV OHDQHG KHDYLO\ RQ HFRQRPLF DUJXPHQWV DOVR UHIHUULQJ WR OHWWHUV
VHQWE\WKHHPSOR\HUVDQGRIWHQDWWDFNHGWKHGHDO·VRSSRQHQWVIRUEHLQJHPRWLRQDO
DQGLUUDWLRQDO7KH\UHSHDWHGO\DUJXHGWKDWWKHQHJRWLDWLRQVKDGDOUHDG\EHHQFORVHG
DQG WKDW EORFNLQJ WKH WUHDW\ LQ2FWREHUZRXOGKDYHEHHQDQHPEDUUDVVPHQW






)LUVW RI DOO WKH\ GLG GLVFXVV &(7$ ZLWKLQ WKH IHGHUDO FRQVXOWDWLYH LQVWLWXWLRQV
0HHWLQJGRFXPHQWVRIWKHIHGHUDOFRXQFLORQVXVWDLQDEOHGHYHORSPHQW)5'2VKRZ
WKDW WKH'HFHQW:RUNFRDOLWLRQ PRUHVSHFLILFDOO\&1&'DQGWKHXQLRQV
ZDV GHEDWLQJ ,6'6 DQG QHJDWLYH OLVWV LQ  DQG ,6'6 LQ PRUH GHWDLO LQ 
GXULQJ WKH )5'2PHHWLQJV ZLWK WUDGH XQLRQV 1*2V HPSOR\HUV DQG WKH IRUHLJQ
DIIDLUVPLQLVWHU0RUH LQIRUPDOO\ WKH\PHWZLWK IRUHLJQDIIDLUV LQDERXW WKH
LQYHVWPHQW PDQGDWHV WKDW ZHUH RQ WKH WDEOH IRU &DQDGD 6LQJDSRUH DQG ,QGLD










PLQLVWHUV ,QWHUYLHZ &1&'  'XULQJ WKH'L5XSRJRYHUQPHQW WKH'HFHQW
:RUN FRDOLWLRQPRUH JHQHUDOO\ KDG VWURQJ WLHVZLWK WKH JRYHUQPHQW WKURXJK WKHLU
FRQQHFWLRQV YLD $%99 DQG &1&' ZKLFK KDG JRRG DFFHVV WR VSD DQG WKH 36
,QWHUYLHZ$&97KH1*2VZHUHDOVRUHFHLYHGDQG¶FDUHIXOO\ OLVWHQHGWR·E\
:DOORQLD·V SROLWLFDO DXWKRULWLHV 7KH\ KDGPHHWLQJV DERXW VSHFLILF SUREOHPV RI WKH
WUHDWLHV VXFK DV QHJDWLYH OLVWV SXEOLF VHUYLFHV ,6'6,&6 DQG WKH QRQELQGLQJ
VXVWDLQDEOH GHYHORSPHQW FKDSWHU WKHLU JDWKHULQJV ZHUH DOZD\V RQ YHU\ VSHFLILF
SRLQWVQRW MXVWDERXW WKH)7$V LQJHQHUDO ,QWHUYLHZ :%,  ,Q WKLV
OREE\LQJZDVUHLQIRUFHGE\ WKH FUHDWLRQRI WKH0D\ FRDOLWLRQ ,Q6HSWHPEHU
WKH FRDOLWLRQ GLG D WRXU RI WKH %HOJLDQ JRYHUQPHQWV PHHWLQJ ZLWK WKH PLQLVWHU
SUHVLGHQWV RI :DOORQLD )ODQGHUV DQG %UXVVHOV DQG ZLWK WKH IHGHUDO PLQLVWHU RI







WKH VRFLDOLVW KHDOWK IXQGV DV ZHOO DV PHHWLQJV DQG FDOOV IURP WKH &KULVWLDQ WUDGH
XQLRQVDQGKHDOWK IXQGVZLWKPLQLVWHULDO FDELQHWV DW DOO OHYHOV )RUH[DPSOHDW WKH
IHGHUDO OHYHO WKH$&9 KDGJRRG UHODWLRQVZLWK WKH FDELQHW RI.ULV3HHWHUV WKURXJK
YDULRXV QHWZRUNV RI WKH &KULVWLDQ ZRUNHUV· PRYHPHQW ,QWHUYLHZ  $%99 
,QWHUYLHZ  $&9  ,QWHUYLHZ  &KULVWLDQ +HDOWK )XQG E ,QWHUYLHZ  1R
7UDQVDW)RUWKHLUOREE\LQJWKHIHGHUDOL]DWLRQRIWKHSROLF\¶FDPHLQKDQG\WKH\
KDG VL[ FKDQFHV >LH RQH IRU HDFK FRPSHWHQW H[HFXWLYH@ RI LQIOXHQFLQJ SROLF\· :DOORQLD




IXQGV DQG XQLRQV KDG PXFK EHWWHU FRQWDFWV ZLWK &'	9 36 DQG VSD VR 7HVW
$DQNRRSZDVOHVVLQYROYHGLQWKLVNLQGRIOREE\LQJ7HVW$DQNRRS,QWHUYLHZ
7KHUHZHUHDOVRPRUH IRUPDO FRQVXOWDWLRQV$FFRUGLQJ WR WKH$%99 WKH&62VPHW




 $%99  $W OHDVW RQFH LQ WKH )HEUXDU\ PHHWLQJ LQ WKH )5'2 &1&'
DQGWKHWUDGHXQLRQVEURXJKWXSWKHURRPIRU¶WHFKQLFDOFKDQJHV·GXULQJWKH
OHJDO VFUXEELQJ UHTXHVWLQJ FKDQJHV WR WKH LQYHVWRUVWDWHGLVSXWH VHWWOHPHQW V\VWHP
DQG TXHVWLRQLQJ LWV QHFHVVLW\ ZLWK &DQDGD 7KH\ DOVR SRLQWHG RXW WKH LQFUHDVLQJ
PRELOL]DWLRQLQWKH(8DQGLQ%HOJLXPDVZHOODVWKHIORRGRIQHJDWLYHUHVSRQVHVWR
WKH&RPPLVVLRQ·V FRQVXOWDWLRQRQ ,6'6$ ODUJHU ¶VWDNHKROGHUPHHWLQJ·ZDV DOVR
KHOG LQ )ODQGHUV DOEHLW DW D IDU ODWHU VWDJH 2Q  6HSWHPEHU  WKH )OHPLVK
GHSDUWPHQWRILQWHUQDWLRQDODIIDLUVRUJDQL]HGDJDWKHULQJZKLFKLQFOXGHGDORQJVLGH
FRQWULEXWLRQVE\DFDGHPLFVDQGEXVLQHVVDSUHVHQWDWLRQRIWKHFRDOLWLRQ·VVWDQGSRLQW
SUHVHQWHGE\$&9 'L9  , KDYH IRXQGQR UHFRUGV RI DQ\ VXFKPHHWLQJV LQ
:DOORQLDEXW WKH LQIRUPDOFRQWDFWVZHUHREYLRXVO\ IDUPRUH LQWHQVHDWD IDUHDUOLHU
VWDJH
 
,Q WHUPV RI JHQHUDWLQJ DWWHQWLRQ WKH FRDOLWLRQ ZDV VXFFHVVIXO LQ PRELOL]LQJ WKHLU
PHPEHUVKLSDQGSDUWVRIWKHSXEOLF7KH\UDLVHGWKHVDOLHQFHRIWKHLVVXHE\VWDJLQJ
SURWHVWV SXEOLF VWDWHPHQWVPHGLD FDPSDLJQV HW FHWHUD DQG D UHYLHZ RI WKH SUHVV






$W WKH(XURSHDQ OHYHO GHDOLQJ GLUHFWO\ZLWK WKH&RPPLVVLRQZDV OHIW WR (78&ZKLOH WKH\ IRFXVHG RQ WKH
¶FUXFLDO·&RXQFLODVZHOODV WKH(3ZKHUHWKH\KDYHJRRGDQGIUHTXHQWFRQWDFWVZLWKVHYHUDOPRVWO\%HOJLDQ
PHPEHUV 7KRXJK WKHZRUN LQ (78&ZDV VRPHWLPHV FXPEHUVRPH EHFDXVH RI WKH QDWLRQDO GLYLGHV RQ WUDGH
SROLF\ LWZDVVWLOO VHHQDVYHU\XVHIXOEHFDXVHRI WKHZHLJKW FRRUGLQDWHG OREE\LQJFDUULHV EXWDOVREHFDXVH LW
DOORZHGWKHPWRSRROUHVRXUFHVHJLWRQO\WRRNRQHPHPEHURIWKHLUQHWZRUNWREHFRPHDZDUHRIDQGDQDO\]HD
FHUWDLQ(XURSHDQ LQLWLDWLYH LQRUGHU IRU WKHP WRDOVREHFRPHDZDUH DQGSLWFK LQZLWK OREE\LQJ WDUJHWLQJ WKHLU
RZQ QDWLRQDO(3 FRQWDFWV ,QWHUYLHZ $&9  ,Q WKH FRQVXPHUV· RUJDQL]DWLRQ OREE\LQJZDV VRPHZKDW





SUHVVXUHVZHUHSXW WRZRUN WR OREE\ WKHSDUOLDPHQWVZKLFKDSSHDUV WR KDYHEHHQ
YHU\VXFFHVVIXODWLQFUHDVLQJERWKWKHSDUOLDPHQWDU\DZDUHQHVVRIWKH)7$VDVZHOO
DV LQJHWWLQJ WKHLUPHVVDJH WRGRPLQDWH WKHGLVFXVVLRQV+RZHYHU DOO RI WKH DERYH
RQO\ DSSOLHV WR WKH )UDQFRSKRQH SUHVV SXEOLF DQG SDUOLDPHQW ,Q )ODQGHUV WKH
PRELOL]DWLRQ UHPDLQHG WHSLG DQG WKH SUHVV FRYHUDJH DV ZHOO DV SDUOLDPHQWDU\
LQWHUHVWZHUHZHDNHUDQGJHQHUDOO\PRUHRSSRVHGWRWKH&62V·FDPSDLJQ
7KHRXWVLGHVWUDWHJ\ZDVFRXSOHGZLWKDFRQWLQXRXVEXWHVSHFLDOO\DIWHUYHU\
DFWLYH OREE\LQJFDPSDLJQZKLFK IRFXVHGRQ WKH&KULVWLDQGHPRFUDWLFDQGVRFLDOLVW
SDUWLHV DQG PLQLVWHUV 7KLV FDPSDLJQ PRVWO\ WRRN SODFH LQ:DOORQLD EXW WR VRPH
H[WHQWDOVRDWWKHIHGHUDOOHYHODQGWRDQHYHQOHVVHUH[WHQWLQ)ODQGHUV$FFHVVWRWKH










WKH &RORPELD %,7 0RUHRYHU WKH\ KDG YHU\ JRRG LQVLGH DFFHVV DQG UHFHSWLYH
SDUWLHVZHUH SUHVHQW LQ DOO H[HFXWLYHV DQGSDUOLDPHQWV DOWKRXJK OHVV&62PLQGHG




DQG WKH SDUOLDPHQW 7KH\ JDWKHUHG DQ LQFUHDVLQJO\ HFOHFWLF EDQG RI DVVRFLDWLRQV
XQLWLQJGHYHORSPHQW1*2VKXPDQULJKWV OHDJXHVKHDOWK IXQGV IDUPHUV60(VHW
FHWHUD7KH\JDUQHUHGERWKFRQVLGHUDEOHLQVLGHDVZHOODVRXWVLGHOHYHUDJHZKLOHWKH
HOHFWLRQV RI  DQG WKHLU DV\PPHWULF DIWHUPDWK RIIHUHG WKHP D SDUW\SROLWLFDO
ZLQGRZ RI RSSRUWXQLW\ WKH 36 DQG FG+ IRUPHG D UHJLRQDO JRYHUQPHQW ZLWKRXW
EHLQJ SDUW RI WKH IHGHUDO FRQVWHOODWLRQ (VSHFLDOO\ EHFDXVH WKH SURSRQHQWV RI WKH
WUHDW\ LQFOXGLQJEXVLQHVVZHUH FDXJKWRIIJXDUGDQGGLYLGHG+RZHYHU UHFHSWLYH
SDUWLHVZHUHODUJHO\ODFNLQJDWWKH)OHPLVKDVZHOODVWKHIHGHUDOOHYHOVPHDQLQJWKH
%HOJLXP V\VWHPZDV ULJJHGZLWK YHWRSOD\HUV 7KHPRELOL]DWLRQ DOVR UHPDLQHG IDU
ZHDNHU LQ)ODQGHUV0RUHRYHU WKHQHJRWLDWLRQVKDGDOUHDG\EHHQFRQFOXGHG LQ WKH










WHOO WKHLU ZLVKHV DERXW SULYDF\ DQG GDWDVKDULQJ GLG QRWPDNH LW LQWR WKH %HOJLDQ
SRVLWLRQ DW DQ\ WLPH QRU GLG LW FDOO IRU WKH UHPRYDO RI ,6'6 ODWHU ,&6 D V\VWHP
ZKRVH LQFOXVLRQ%HOJLXPKDG ILUVW VXSSRUWHG ,W DOVR DSSHDUV WKDW%HOJLXPGLGQRW
WDNH LQ DQ\ VWURQJ VWDQFH UHJDUGLQJ ,35 LQ SKDUPDFHXWLFDOV %HOJLXP DOVR GLGQ·W
UHTXHVWWKHLQFOXVLRQRIDQ\*,VGXULQJWKHQHJRWLDWLRQV,GLGQRWILQGDQ\HYLGHQFH
DERXWWKH%HOJLDQVWDQFHRQILQDQFLDOVHUYLFHV· OLEHUDOL]DWLRQHLWKHUEXW%HOJLXPGLG
QRWGHPDQGDQH[FOXVLRQRIILQDQFLDOVHUYLFHVIURP ,6'67KH&62VGLGQRW WDNH LQ
DQ\SRVLWLRQV DV IDUDV , FRXOG WHOO FRQFHUQLQJDZLGHKRVWRIRWKHU LVVXHV VXFKDV
QRQDJULFXOWXUDO OLEHUDOL]DWLRQ,35UXOHVRIRULJLQRIIHQVLYHVHUYLFHV· LQWHUHVWVDQG
RWKHUV
2YHU WKH FRXUVH RI WKH QHJRWLDWLRQV %HOJLXP DOVR WRRN D QXPEHU RI SRVLWLRQV WKDW




WR VRPH H[WHQW ZLWK WKH GHPDQGV RI WKH &62V ,WV GHGXFHG SRVLWLRQV RQ IRRG
VDIHW\ DQG WKH SUHFDXWLRQDU\ SULQFLSOH ZHUH DOVR VLPLODU 7KHQ LQ 2FWREHU 
%HOJLXP DQG WR VRPH H[WHQW:DOORQLD GLUHFWO\ HQWHUHG LQWR QHJRWLDWLRQVZLWK WKH
&RPPLVVLRQDQG&DQDGDRYHU WKHGHWDLOVRI WKHLQWHUSUHWDWLYHGHFODUDWLRQ+HUHLW




H[SODLQ VRPH RI WKHVH SRVLWLRQV QRWDEO\ WKH SUHIHUHQFHV RI WKH GHFLVLRQPDNHUV
WKHPVHOYHV $V VXFK KHUH , ZRXOG OLNH WR LQVSHFW WR ZKDW H[WHQW ZH FDQ OLQN WKLV
FRQJUXHQFHWRWKH&62V·OREE\LQJDQGFDPSDLJQLQJ+DYH,JDWKHUHGDQ\UHDVRQVWR
PDNHWKHMXPSIURPFRUUHODWLRQWRFDXVDWLRQSODXVLEOH"
'XULQJ DQG EHIRUH WKH QHJRWLDWLRQV , VKRZHG WKDW RQO\ WKH XQLRQV DQG
&1&' ZHUH SD\LQJ DWWHQWLRQ WR &(7$ 7KHLU FULWLTXH VHHPV WR KDYH
IRFXVHGPRVWO\RQVXVWDLQDEOHGHYHORSPHQW LQYHVWPHQWDQGVHUYLFHV,GLGQRWILQG
WUDFHVRIDQ\SRVLWLRQLQJRQRWKHUDVSHFWVRIWKHGHDO
2Q VHUYLFHV DOWKRXJKP\ GLUHFW HYLGHQFH RI WKHLU SUHVVXUH LQ UHJDUGV WR QHJDWLYH
OLVWLQJ LV QRW YHU\ HODERUDWH )5'2 PHHWLQJ GRFXPHQWV , WKLQN LW LV VXIILFLHQWO\
VXEVWDQWLDO WRDUJXHWKDWWKH\DOVRUDLVHG WKLV LVVXH LQ WKHUHJXODUFRQWDFWVWKH\KDG




FRPPXQLFDWHG WKLV UHVLVWDQFH DURXQG WKH WLPH WKH LVVXH ZDV UDLVHG LQ WKH
QHJRWLDWLRQVDQGZHKDYHUHDVRQWREHOLHYHWKDWDWOHDVWVRPHRIWKHH[HFXWLYHDFWRUV
ZHUHUHFHSWLYHWRWKHPHVVDJHRIWKHVHVLJQLILFDQWVRFLHWDODFWRUVRQVXFKDVHQVLWLYH






DV D VHFRQG EHVW RSWLRQ ZKHQ %HOJLXP·V LVRODWLRQ LQ WKH &RXQFLO IRUFHG LW WR
DEDQGRQLWVUHVLVWDQFHWDNLQJXSDQXPEHURIVHQVLWLYHVHFWRUVLQWKHUHVHUYDWLRQV
,Q WKH GHFLVLRQPDNHUV·PHFKDQLVP , GLVFXVV DQRWKHU SODXVLEOH QDUUDWLYH WKDW WKH
%HOJLDQH[HFXWLYHKDGDOUHDG\RUZRXOGKDYHWDNHQWKLVVWDQFH LQGHSHQGHQWIURP
DQ\OREE\LQJRUFRQVXOWDWLRQV









ZDV PL[HG DERXW WKH ILQDO GHDO EXW WKH\ SUDLVHG WKH DWWHPSW RI WKH :DOORRQ
H[HFXWLYHWRFKDQJHWKHGHDODORQJWKHOLQHVRIWKH&62FDPSDLJQDQGZHUHSOHDVHG
ZLWKWKHLQWUD%HOJLDQDFFRUGWKHDIILUPDORIWKHVXEQDWLRQDOULJKWWRYHWRWKHGHDO
WKH HQJDJHPHQW WR EULQJ ,&6 WR WKH (&- DQG WKH FRPPLWPHQW RI :DOORQLD WKH
)UDQFRSKRQHDQG*HUPDQVSHDNLQJFRPPXQLWLHVDQGWKH%UXVVHOV·UHJLRQWKDWWKH\
ZRXOG QRW UDWLI\ WKH WUHDW\ XQOHVV VWHSV ZHUH WDNHQ WR PDNH ,&6 PXOWLODWHUDO
6LPLODUO\WKHKHDOWKIXQGVEHOLHYHGWKDWWKHLUFRPELQHGSROLWLFDOZHLJKWKDGLQGHHG
PDGH WKH FDPSDLJQ LQIOXHQWLDO ,QWHUYLHZ  &KULVWLDQ +HDOWK )XQG D 2WKHU
DFFRXQWVWHQGWRVLGHZLWKWKLVVWRU\IRUH[DPSOH0DJQHWWHLQKLVERRNOHQJWK
DFFRXQW RI WKH&(7$HSLVRGH XQGHUOLQHV WKH UROH RI FLYLO VRFLHW\ LQ UDLVLQJ FULWLFDO
DWWHQWLRQ RI WKH DFFRUGV 2I FRXUVH VXFK DVVHVVPHQWVPD\ EH WR VRPH H[WHQW VHOI
VHUYLQJ
6HFRQGO\ , EHOLHYH , KDYH VKRZQ WKDW ZH FDQ UHDVRQDEO\ OLQN WKH LQFUHDVH LQ
SDUOLDPHQWDU\DQGSXEOLFSUHVVXUHWUDQVPLWWHGE\WKHSUHVVWRDFWLRQVRIWKH&62V
7KHVHFKDQQHOVLQWXUQSXWSUHVVXUHRQSROLF\PDNHUV$OWKRXJKWKLVUHPDLQHGTXLWH





WKH ZRUN RI WKH 1*2V LQ UDLVLQJ DZDUHQHVV RU PHQWLRQHG WKH JUHDWO\ LQFUHDVHG
GHPRFUDWLF VWDNHVQRZ WKDW VXFKD VXEVWDQWLDOSDUWRI FLYLO VRFLHW\ DQG WKHJHQHUDO
SXEOLF KDG EHFRPH LQYROYHG ,Q LQWHUYLHZV03V FRQILUPHG WKH LPSRUWDQW UROH RI




WKH SURPLVH WRZRUN WRZDUGVPXOWLODWHUDOL]LQJ ,&6 WKHPRUH SUHFLVH ODQJXDJH RQ WKH FRPPLWPHQWV LQ SXEOLF






¶KRRS WHVW· LQ WKLVSKDVH DV VKRZQ LQ WKHDQDO\VLVRI WKHSDUOLDPHQWDU\GHEDWH WKH
DUJXPHQWV XVHG E\ 03V DV ZHOO DV WKH :DOORRQ JRYHUQPHQW LQ UHVSRQVH WR
SDUOLDPHQWDU\GHEDWHVLQWKHSUHVVHFKRWKHFRUHUHPDUNVRIFLYLOVRFLHW\
7KHUH LV DOVR VRPH FRQILUPDWRU\ HYLGHQFH 7KH &62V DV ZHOO DV VRPH RI WKH03V
WKHPVHOYHV FODLP WKDW WKHSDUOLDPHQW·VZRUNRQ&(7$ZDVGULYHQ DW OHDVW WR VRPH
H[WHQW E\ WKH SUHVVXUH IURP FLYLO VRFLHW\ $OWKRXJK LW VHHPV OLNH WKLV ZDV DOVR
¶DOORZHG·E\ WKHJRYHUQPHQW LWZDVDW OHDVW LQSDUWDQDXWRQRPRXVSURFHVVZKLFK
DIWHUDZKLOHSUREDEO\ OHG WR ORFNLQ WKHSDUOLDPHQWDU\ZRUNDQGUKHWRULF WKDWKDG
EXLOW XS E\  FRXOG QRW MXVW EH VZHSW DVLGH HVSHFLDOO\ JLYHQ WKH FRQWLQXHG
SUHVVXUH E\ &62V DQG WKH JURZLQJ DWWHQWLRQ IURP WKH SUHVV (YHQ LI WKH
SDUOLDPHQWDU\G\QDPLFHYHQWXDOO\IRUFHGWKHPWRYHWRWKHGHDOWKLVQRQZRXOGKDYH
OHGWROLWWOHPRUHWKDQDELWRI(8OHYHOHPEDUUDVVPHQWIRUIRUHLJQDIIDLUVEHFDXVHRI
D %HOJLDQ DEVWHQWLRQ2I FRXUVH WKLV FKDQJHG LQ WKH ODWH VSULQJ DQG E\ WKHQ SDWK
GHSHQGHQF\KDGVHWDFRXUVHIRULQWUD%HOJLDQDQG(8OHYHOFRQIOLFW,QDQ\FDVHWKH
SUHFLVH EDODQFH RU FKURQRORJ\ RI WKH H[HFXWLYH DQG SDUOLDPHQWDU\ SRZHUV LV QRW
FHQWUDOWRWKHPHFKDQLVPEHFDXVHWKHUHZDVVLPXOWDQHRXVSUHVVXUHDWWKHH[HFXWLYH
DVZHOOEDVHGRQDFFRXQWVIURPFLYLOVRFLHW\EXWDOVRRQWKHSDWWHUQRI%HOJLDQWUDGH







SDUW RI WKH IHGHUDO JRYHUQPHQW  LQ GLIIHULQJ FRQILJXUDWLRQV DQG (FROR
ZDV SDUW RI WKH :DOORRQ JRYHUQPHQW  ZKHQ &(7$·V PDQGDWH ZDV
FRQFOXGHG ZKHQ DQ LQYHVWPHQW FKDSWHU FRQWDLQLQJ ,6'6 ZDV DGGHG LQ  DQG
ZKHQ WKH QHJRWLDWLRQV ZHUH ODUJHO\ FRQFOXGHG :KLOH WKH 36 YDJXHO\ VXSSRUWHG
&(7$ LQ WKH:DOORRQ SDUOLDPHQW LQ  VHH QH[WPHFKDQLVP WKLV SDUW\ZRXOG
WKURXJKRXW  EHFRPH IDU PRUH FULWLFDO RI WKH GHDO HYHQWXDOO\ VXSSRUWLQJ D
UHVROXWLRQWKDWFDOOHGIRULWVGLVPLVVDOXQOHVVFHUWDLQUHGOLQHVZHUHUHVSHFWHGZKLFK
ZDVSDUWLDOO\IROORZHGE\DPLQLVWHUSUHVLGHQWWKDWKDGEHIRUHQRWVDLGPXFKDERXW





pWp ODPrPHVL OH 37% Q
DYDLW SDVHX DXWDQW OH YHQW HQ SRXSH· ,QWHUYLHZ 1R 7UDQVDW
 &RQVLGHUHG WKURXJK WKH OHQV RI WKLV PHFKDQLVP WKHVH ZHUH DOO MXVW YHU\
IRUWXLWRXVFRQWH[WXDOFRQGLWLRQVWKDWKHOSHGPDNHWKHLUFDPSDLJQDVXFFHVV²UDWKHU
WKDQ LQGLFDWLRQV WKDW :DOORQLD ZRXOG KDYH WDNHQ LGHQWLFDO SRVLWLRQV HYHQ LI FLYLO
VRFLHW\KDGUHPDLQHGPXWH)XUWKHUFRXQWHUIDFWXDOUXPLQDWLRQVDUHGLVFXVVHGLQWKH
¶V\QWKHVLV·DIWHUDOOWKUHHPHFKDQLVPVKDYHEHHQFRQFOXGHG
(VSHFLDOO\ LQ WKH ¶SROLWLFDO· SKDVH WKLV PHFKDQLVP VHHPV WR KDYH WUDYHOOHGPRVWO\
WKURXJKWKH)UDQFRSKRQHFKDQQHO,Q)ODQGHUVDQGDWWKH)HGHUDOOHYHODOWKRXJKDV
GRFXPHQWHG DERYH WKHUHZDV FHUWDLQO\PRELOL]DWLRQ WKLV QHYHUPDQDJHG WR UHDOO\
HQJDJHWKHSXEOLFWKHSUHVVRUWKHSDUOLDPHQW5HFHSWLYLW\ZDVPRUHRYHUYHU\ORZ





PDNLQJ OHYHUDJHFKDQJHGSRVLWLRQ LQ IDYRXURI FLYLO VRFLHW\·VSRVLWLRQ DQG WKHUH LV
OLWWOHUHDVRQWRWKLQNZHMXVWKDYHQ·WIRXQGWKHHYLGHQFH\HW
 
, FRQFOXGH WKDW WKHUH·V HQRXJKHYLGHQFHRI FLYLO VRFLHW\·V LQIOXHQFHRQ WKH FXUUHQW
RXWFRPHEXWRQO\RQDOLPLWHGDPRXQWRILVVXHV7KHLUPRELOL]DWLRQFDQQRWH[SODLQ
WKHEXON RI%HOJLXP·V VWDQFHEHWZHHQ DQG DQG LW·V FOHDU WKDW WKHUHZHUH
RWKHUGHWHUPLQDQWVSXVKLQJIRUWKHH[HFXWLYHV·SRVLWLRQLQJWKURXJKRXWDVZHOO
7KLV LV WUXHQRW LQ WKH OHDVWEHFDXVH WKH FLYLO VRFLHW\PHFKDQLVPFDQRQO\SODXVLEO\
DFFRXQW IRU LQIOXHQFH WKURXJK:DOORQLD DQG %UXVVHOV ZKLFK WKHQ KDG WR EDUJDLQ
ZLWK )ODQGHUV DQG WKH IHGHUDO JRYHUQPHQWZKHUH WKHPHFKDQLVP RIIHUV D IDU OHVV
SODXVLEOH H[SODQDWLRQ RI WKH RXWFRPH :H·UH VWLOO PLVVLQJ VRPH VWHSV EHWZHHQ D
FKDQJHG SRVLWLRQ DPRQJ VRPH SROLF\PDNHUV D UHJLRQDO JRYHUQPHQW DQG
SRVLWLRQDOFKDQJH DW WKH%HOJLDQ OHYHO HJ SRZHU EDODQFH EDUJDLQLQJ« )LQDOO\
HYHQ LQ :DOORQLD VRPH RI WKH HYLGHQFH LV DOVR LQ OLQH ZLWK RWKHU SODXVLEOH
H[SODQDWLRQV SDUW\ SROLWLFV PLQLVWHULDO LGHRORJ\ EXVLQHVV LQWHUHVWV HW FHWHUD 6R
DOWKRXJKOHDYLQJRXWFLYLOVRFLHW\ZRXOGPDNHLWKDUGWRDFFRXQWIRUWKHRXWFRPHLW










































































































RI WKH WH[W LV WKH VDPH IURP EHIRUH , ILUVW GLVFXVV WKH SULRU SUREDELOLW\ RI WKLV








WKDW %HOJLDQ EXVLQHVV ZRXOG KDYH EHHQ VXSSRUWLYH RI WUDGH RSHQLQJ FDSLWDO LV
DEXQGDQW WKHWUDGHGHSHQGHQF\RI%HOJLDQSURGXFWLRQDQGH[SRUWVLVYHU\KLJKDV
GHPRQVWUDWHGLQWKHLQWURGXFWRU\FKDSWHU:LGHVSUHDGUHVLVWDQFHDJDLQVWDGHDOZLWK
&DQDGDZRXOG KDYH EHHQ H[WUHPHO\ VXUSULVLQJ WKH EDVLF VWDQFH RI ¶EXVLQHVV· ZDV
PRVWOLNHO\LQIDYRURIDQ\)7$LQFOXGLQJ&(7$
+RZHYHU WKLV LV QRW QHFHVVDULO\ WUXH DFURVV VHFWRUV RU ILUPV DQG LV OHVV KHOSIXO















   
   

)LUVW LQ WHUPV RI WKH GHDO·V RYHUDOO VLJQLILFDQFH WKH FRPSOHPHQWDULW\ LQGH[ VKRZV
WKDW WKH WUDGH LQ JRRGV SURILOH RI &DQDGD DQG %HOJLXP ZDV IORDWLQJ DURXQG DQ
H[WUHPHO\ DYHUDJH  PHDQLQJ WKDW QHLWKHU H[SRUWHG JRRGV WKDW WKH RWKHU ZDV
H[FHSWLRQDOO\NHHQRQLPSRUWLQJZKLOH WKH WUDGHFRUUHODWLRQ LQGH[ZDVDERXW]HUR









WR&DQDGDDQGRQO\RIDOO H[WUD(8VHUYLFHVH[SRUWV:LWKLQ WKHVHFWRUV WKHUH
ZHUHVRPHH[FHSWLRQVLQEHYHUDJHVDQGWREDFFRDERXWRIQRQ(8WUDGHZHQWWR
&DQDGD DQG LQ FKHPLFDOV WKLV ZDV  &DQDGD ZDV DOVR DQ LPSRUWDQW VRXUFH RI
LPSRUWV LQ FUXGHPDWHULDOV0RUHGHWDLOHGGDWD VKRZ WKDW DERXW RI DOO%HOJLDQ
EHYHUDJHVH[SRUWHGRXWRIWKH(8DUHVHQWWR&DQDGDDVZHOODVRIOLYHDQLPDOV




&DQDGD RQO\ WRRN XS D YHU\ PDUJLQDO VKDUH RI %HOJLDQ )', 7KLV PD\ KDYH DOVR
UHGXFHGILUPV·LQWHUHVWLQDQLQYHVWPHQWGHDOHJZLWKLQYHVWPHQWSURWHFWLRQZKLFK
LQDQ\FDVHZDV OHVVSRLJQDQW LQDGHDOZLWK&DQDGDDOWKRXJKSHUKDSV WKH\ZHUH
EDUUHGIURPLQYHVWLQJE\KLQGUDQFHVWKDWDQ)7$%,7FRXOGUHPRYH
$VD URXJKKHXULVWLF WKHVH ILJXUHV WHOOXV WKDW WKHVWDNHV IRU%HOJLDQEXVLQHVVZHUH
QRW YHU\ KLJK +RZHYHU WKH\ PD\ KDYH KLGGHQ LQWHUGHSHQGHQFLHV DQG PRUH
LPSRUWDQWO\PDUNHWRSSRUWXQLWLHVZKLFKGDWDRQSDVW WUDGH IORZVFDQQRWJUDVSE\
GHILQLWLRQ 7KLV UHTXLUHV PRUH GDWD DQG PRGHOLQJ IRU ZKLFK , WXUQ WR WKH
&RPPLVVLRQ·V -RLQW ,PSDFW $VVHVVPHQW $OWKRXJK WKHVH GDWD DUH QRW FRXQWU\
VSHFLILFWKH\PD\VWLOOSRLQWWRZDUGVVSHFLILFVHFWRUDOWKUHDWVDQGRSSRUWXQLWLHV
/HW PH UHSHDW WKH SDUDJUDSK WKDW VXPPDUL]HG LWV ILQGLQJV LQ WKH 'XWFK EXVLQHVV
PHFKDQLVPWKHVXVWDLQDEOHLPSDFWDVVHVVPHQWHVWLPDWHGEDVHGRQVHYHUDOPRGHOLQJ
VFHQDULR·V WKDW D GHDO ZRXOG KDYH LQ WKH (8 WKH PRVW QHJDWLYH HIIHFWV RQ (8
SURGXFHUV RI EHHIDQG SDUWLFXODUO\ SRUNZKLOH WKH(8 VWRRG WRJDLQ SDUWLFXODUO\
IURP EHWWHU DFFHVV LQ GDLU\ ² LQ SDUWLFXODU IURP WKH UHPRYDO RI 17%V LQ WKH
SURGXFWLRQ RI FKHHVHV 7KHUHZHUH DOVR ODUJH SRWHQWLDO EHQHILWV GHSHQGLQJ RQ WKH
NLQGRI OLEHUDOL]DWLRQ LQEHYHUDJHV DQGSUHSDUHG IRRGV ,Q LQGXVWULDO JRRGV WKHUH
ZHUH SRWHQWLDO EHQHILWV IRU WKH DXWRPRWLYH LQGXVWULHV GHSHQGLQJ RQ WKH UXOHV RI
RULJLQ DQG IRU WKH WH[WLOHV LQGXVWULHV ¶LQ WKH ORQJ WHUP· 7KH ELJJHVW JDLQVZHUH
H[SHFWHG LQ VHUYLFHV KRZHYHU HVSHFLDOO\ IRU PDULWLPH WUDQVSRUW VHUYLFHV DQG
IHHGHULQJVHUYLFHV ,WGLGQRWH[SHFW VXEVWDQWLDOHIIHFWV IRU WKH ILQDQFLDO VHFWRUEXW
SRVLWLYH LQFUHDVHV LQ RXWSXW DQG WUDGH IRU QRQILQDQFLDO EXVLQHVV VHUYLFHV ,W DOVR
VDZ ODUJH SRWHQWLDO EHQHILWV IURP RSHQLQJ XS WKH &DQDGLDQ SURFXUHPHQWPDUNHWV
HVSHFLDOO\ LI WKH SURYLQFLDO PDUNHWV ZHUH LQFOXGHG DV ZHOO 7KH 6,$ IRXQG QR
HYLGHQFHWKDW,6'6ZRXOGEULQJDQ\SDUWLFXODUHFRQRPLFEHQHILWVFRPSDUHGWRRWKHU
HJVWDWHVWDWHV\VWHPVRIGLVSXWHVHWWOHPHQW(XURSHDQ&RPPLVVLRQ
,Q FRPELQDWLRQ ZLWK WKH LQWURGXFWRU\ RYHUYLHZ DQG WKH %HOJLDQ&DQDGLDQ GDWD ,
WKLQN WKH LPSDFW DVVHVVPHQW DOORZV XV WR IRUPXODWH WKH IROORZLQJ H[SHFWDWLRQ
%HOJLDQEXVLQHVVZDV SUREDEO\JHQHUDOO\ VXSSRUWLYH RI DQG)7$ZLWK&DQDGD EXW
RQO\ WKHIRRGDQGEHYHUDJHV· VHFWRUV PHDWDQGGDLU\ LQSDUWLFXODUDUHH[SHFWHG WR































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































H[FHOOHQW 7KH\ DUHZHOORUJDQL]HG FRQVXOWHG UHJXODUO\ DQG KDYH SOHQW\ RI DGKRF
SRLQWV WR UHDFK WKH PDQ\ H[HFXWLYH DFWRUV WKDW GHDO ZLWK WKHVH DIIDLUV DFURVV WKH
IHGHUDWLRQ%HOJLDQDQGUHJLRQDOIRUHLJQSROLF\DOVRDSSHDUVWREHVWURQJO\IRFXVHGRQ
HFRQRPLFJRDOVPRUHSDUWLFXODUO\RQERRVWLQJH[SRUWVDQGLQYHVWPHQW:HDOVRKDYH
UHDVRQ WR VXVSHFW WKDW WKH DVVRFLDWLRQV DQG ILUPVZRXOGPDNHXVHRI WKHVH%HOJLDQ
FKDQQHOV$V,VKRZHG LQWKH LQWURGXFWRU\FKDSWHURQ(8LVVXHV LQJHQHUDO WKHUH LV
VWLOO QDWLRQDO OREE\LQJ E\ EXVLQHVV DV ZHOO DV ODERU DQG 1*2V PRVWO\ DW WKH
H[HFXWLYHOHYHO,QFRQWUDVWWRWKH'XWFKFDVHWKHUHKDVDOVREHHQVRPHWUDGHVSHFLILF
OLWHUDWXUH RQ %HOJLDQ ILUPV· YHQXH FKRLFH .HUVVFKRW  KDV SHUIRUPHG D





LQWHUHVWV WKH\ GLG QRW SDUWLFLSDWH LQ OREE\LQJ ZKDWVRHYHU DQG ZHUH RIWHQ YHU\
XQNQRZOHGJHDEOHDERXWWUDGH LVVXHVDQGQHJRWLDWLRQV0RUHRYHUHYHQ LI WKH\ZHUH
DZDUH RI WUDGH EDUULHUV WKH\ ZHUH QRW DOZD\V LQFOLQHG WR IRFXV WKHLU OREE\LQJ RQ




7KLV DJDLQ VKHGV GRXEW RQ WKH ZLOOLQJQHVV RI ILUPV DQG DVVRFLDWLRQV WR VSHQG
UHVRXUFHV RQ DGHDOZLWK VXFKPRGHVW HFRQRPLF VLJQLILFDQFHXQOHVV WKH\KDGYHU\
FOHDUVWDNHV$JDLQWKHGUHGJHUVDQGWKHIRRGLQGXVWU\FRPHWRPLQGDQGZHZRXOG
H[SHFW WKHVH ODUJH ILUPV DQG WKLV VXEVWDQWLDO H[SRUWLQJ LQWHUHVW WR KDYH KDG







WKH ¶QRLVLQHVV· RI %HOJLDQ WUDGH SROLWLFV HVSHFLDOO\ LQ:DOORQLDPXVW KDYH VWURQJO\
UHGXFHGERWKWKHLQFHQWLYHWRJHWLQYROYHGDVZHOODVWKHOHYHUDJHRIEXVLQHVVWRVWHHU
SXEOLF DQG JRYHUQPHQWDO RSLQLRQV $JDLQ HVSHFLDOO\ LQ WKH OLJKW RI &(7$·V
VHHPLQJO\PRGHVWVLJQLILFDQFH

 -DQGH1XOLV WKH ODUJHVWGUHGJLQJHQWHUSULVH LQ WKHZRUOG DIWHUD&KLQHVHJURXSEXWWKH&KLQHVHPDUNHWLV
FORVHG'(0(LVLQWKHWRSIRXU7KHVHDUHELJILUPV,Q-DQGH1XOKDGDQHWSURILWRIPLOOLRQHXURV
RIZKLFKZHUHUHDOL]HGRXWVLGHRI(XURSH'(0(KDG WZRELOOLRQHXURVZRUWKRIVDOHVRXWVLGHRI(XURSH















DZDUH RI WKH QHJRWLDWLRQV LWV SRWHQWLDO FRQWHQWV DQG LWV SRWHQWLDO UDPLILFDWLRQV IRU
WKHLURZQVHFWRUV"












XUJHQW VKRUWWHUP LVVXHV)LQDOO\ WKHJHQHUDOPRRG VXUURXQGLQJ WUDGHGHDOV DW WKH
WLPHZDVQ·WDVQHJDWLYHDVLWODWHUEHFDPH
%HFDXVH&(7$ZDVQ·WDYHU\SUHVVLQJWRSLFDPRQJLWVPHPEHUVWKH9%2·VGD\WR
GD\ DWWHQWLRQ IRU WKH QHJRWLDWLRQV ZDV YHU\ OLPLWHG 1RW EHFDXVH RI &DQDGD·V
LPSRUWDQFHDVDWUDGHSDUWQHUEXWEHFDXVHRWKHUPDWWHUVZHUHPRUHXUJHQW,WDQG
DV IDU DV LW FRXOG WHOO PRVW RI WKH VHFWRUV IROORZHG WKH GRVVLHU IURP D GLVWDQFH
WKURXJKXSGDWHVIURPWKHLU(XURSHDQIHGHUDWLRQV7KH\NQHZ%XVLQHVV(XURSHZDV
LQ WRXFKZLWK WKH&RPPLVVLRQZKHQ WKH VFRSLQJH[HUFLVH WRRNSODFH DQG WKH9%2
RFFDVLRQDOO\UHFHLYHGDGHEULHILQJ$OO LQDOO WKLVZDVWKHXVXDOZD\RIZRUNLQJRQ
)7$VLW·VQRWWKDWWKHUHZDVOHVVDWWHQWLRQIRU&(7$WKDQIRURWKHUWUDGHDJUHHPHQWV
IRU H[DPSOH6RXWK.RUHD7KH ORZDPRXQWRIDFWLYLW\RQ&(7$ZLWKLQ WKH9%2·V
WUDGH ZRUNLQJ JURXS ZDV DOVR FRQILUPHG E\ )HGXVWULD ZKLFK SDUWLFLSDWHG LQ WKLV
SURFHVVDWWKHWLPH,QWHUYLHZ)HGXVWULD
,WZDVRQO\DIWHULWEHFDPHFOHDUWKDWJHWWLQJWKHGHDOUDWLILHGZRXOGEHFRPHPRUH
GLIILFXOW WKDQ H[SHFWHG LQ WKH (8 DQG LQ %HOJLXP WKDW WKH 9%2 UHDOL]HG WKDW LW






,Q WKH )OHPLVK UHJLRQDO FRQIHGHUDWLRQ 92.$ WUDGH LV IROORZHG E\ RQH SHUVRQ
ZLWKLQ WKH UHVHDUFKGHSDUWPHQWZKR LV LQ FKDUJHRI(XURSHDQGRVVLHUV DVZHOO DV
LQWHUQDWLRQDOFRPPHUFH+HFRQVXOWVZLWKWKHUHJLRQDOVHFWLRQVZKLFKLQWXUQFRQVXOW
ZLWKWKHILUPV,QWHUYLHZ92.$$FFRUGLQJWRWKHWKHQSROLF\RIILFHURI'L9
WKH\PHWZLWK WKLV UHVHDUFK FHQWHU WZR RU WKUHH WLPHV EXW WKHLU LQSXWZDV DOZD\V
YHU\ DEVWUDFW WKHLU FHQWHU LWVHOI KDG QRW VXFFHHGHG DW JDWKHULQJ LQSXW IURP WKH
UHJLRQDO FKDPEHUV RU PHPEHU ILUPV VR WKH\ GLG QRW GHOLYHU DQ\ VSHFLILF LQSXW
,QWHUYLHZ  )RUPHU 'L9   92.$·V )UDQFRSKRQH FRXQWHUSDUW WKH 8:(
FODLPHGWKDWLWKDGQHYHUUHDOO\IROORZHGWUDGHSROLWLFVWKLVZDVVRPHWKLQJWKDWZDV
OHIW WR WKH 9%2 ,QWHUYLHZ  8:(  ,Q WKH SROLWLFDO SKDVH KRZHYHU WKH\
LQHYLWDEO\EHFDPHDZDUHRIWKHLVVXHZKHQWKH\ZHUHLQYLWHGWRFRPPHQWRQ&(7$
DQG77,3 LQ WKH:DOORRQSDUOLDPHQW LQ$JDLQ )HGXVWULD FRQILUPHG WKDW
QRQH RI WKH UHJLRQDO FRQIHGHUDWLRQV 92.$ QRU WKH 8:( KDG UHDOO\ EHHQ
PRQLWRULQJGLVFXVVLQJ RI&(7$ LQ WKHSUHSROLWLFL]HG VWDJHV RI WKH GHDO 7KH\ GLG
QRWSOD\DUROHKHUHLWZDVPRVWO\OHIWWRWKH9%2,QWHUYLHZ)HGXVWULD
60()HGHUDWLRQV





&(7$DQG77,3RQO\ WXUQHGXSRQ WKHLUUDGDUZKHQ(FROR LQYLWHGWKHPWRGLVFXVV
WKHLUSRVLWLRQRQ77,3DQGWKH\KDGWRDGPLWWKDWWKH\GLGQRWKDYHDSRVLWLRQ2QO\
WKHQ GLG WKH\ VWDUW GHYHORSLQJ D VWDQFH ,QWHUYLHZ  8&0  , ZDV XQDEOH WR
LQWHUYLHZDQ\RQHIURP81,=2VR,FRXOGQRWJDXJHWKHH[WHQWRUFKDQQHOVRIWKHLU
WUDGH PRQLWRULQJ EXW DFFRUGLQJ WR P\ RWKHU EXVLQHVV DQG JRYHUQPHQWDO VRXUFHV
WKHLUUROHZDVOLPLWHGDVZHOO
$JULFXOWXUH
$FFRUGLQJ WR WKH %RHUHQERQG WKH QHJRWLDWLRQV ZLWK &DQDGD DQG WKH 86 OHG WR
LQFUHDVHG DWWHQWLRQ IRU ELODWHUDO )7$V ZLWKLQ %HOJLXP·V IDUPHUV· RUJDQL]DWLRQV
%HIRUH WKH ELODWHUDO GHDOV ZHUH VHHQ DV PRVWO\ XQLPSRUWDQW VLQFH WKH\ ZHUH
QHJRWLDWHG ZLWK HFRQRPLFDOO\ VPDOO SOD\HUV WKDW SRVHG OLWWOH WKUHDW WR (XURSHDQ
DJULFXOWXUH:LWKWKHVHELJJHUPRUHGHYHORSHGHFRQRPLHVWKHVWDNHVZHUHUDLVHGDQG
WKH\ KDG IDUPRUH WR ORVH VR WKH\ DOVR SDLGPRUH DWWHQWLRQ WKH )7$V ,QWHUYLHZ 
%RHUHQERQG$OWKRXJKLWZDVQRWHQWLUHO\FOHDUZKHQWKH%RHUHQERQG¶QRWLFHG·
&(7$RUKRZPXFKUHVRXUFHVLWSXW LQWRPRQLWRULQJWUDGH LWFDQEHGHGXFHGIURP
WKHLURWKHUFRPPHQWVWKH\ZHUHYHU\ZHOO LQIRUPHGDERXW WKHSDVW ILIWHHQ\HDUVRI
GHYHORSPHQWVLQWUDGHSROLF\WKDWWKH%RHUHQERQGZDVSUREDEO\WUDFNLQJWKHLVVXH














QR RQH SDLG DOO WKDW PXFK DWWHQWLRQ WKURXJKRXW WKH QHJRWLDWLRQV ,QWHUYLHZV ZLWK
VRPHRIWKHPDMRUIHGHUDWLRQVWHQGWRFRQILUPWKLVSLFWXUH
%HOJLXP·V ELJJHVW VHFWRUDO IHGHUDWLRQZDV$JRULDZKLFKJDWKHUHG ILUPV LQFOXGLQJ
ODUJH PXOWLQDWLRQDOV IURP WKH WHFKQRORJLFDO DQG PDQXIDFWXULQJ LQGXVWULHV (YHQ
KHUH WKH UHVRXUFHV VSHQW RQPRQLWRULQJ(8 WUDGHSROLF\ZHUH OLPLWHG2QHSHUVRQ
SDUWRIWKH¶5HJXODWLRQ	6WDQGDUGV([SHUWLVH&HQWHU·DQGWKH(8WHDPZDVLQFKDUJHRI
LQWHUQDWLRQDOWUDGHDIIDLUVEXWPRVWRIKLVWLPHZDVVSHQWRQSHUIRUPLQJVHUYLFHVIRU
LQGLYLGXDO ILUPV HJ KHOSLQJ WKHP ZLWK FXVWRPV UHJXODWLRQV +H HVWLPDWHG WKDW
FRPELQHGKHKDGVSHQWOHVVWKDQDPRQWKZRUNLQJRQ)7$VLQ+HGLGUHFHLYH




DQG LQ JHQHUDO LW ZDV YHU\ GLIILFXOW WR JHW WKHLU LQSXW RQ WKHVHPDWWHUV ,Q WKHLU
PRQLWRULQJ DQG SRVLWLRQLQJ WKH\ VRPHWLPHV KDG YHU\ OLWWOH WR JR RQ DSDUW IURP









WR JDWKHU VRPH FRQFUHWH H[DPSOHV RI ILUPV KDYLQJ GLIILFXOWLHV ZLWK WKH &DQDGLDQ
PDUNHW ZKLFKDJDLQSURYHGKDUG WR GR VR WKDW&(7$ FRXOGEHGHIHQGHG HJ LQ
KHDULQJVRIWKH:DOORRQSDUOLDPHQW,QWHUYLHZ$JRULD
$QRWKHU IHGHUDWLRQ )HGXVWULD WH[WLOHV FORWKLQJ ZRRG IXUQLWXUH LV RQH RI WKH
LQGXVWULDOVHFWRUVWKDWPRVWDFWLYHO\IROORZVWKHWUDGHDJHQGDEXWWKH\GLGQRWVSHQG
PXFKWLPHRQ&(7$HLWKHU7KH\KDGRQHGHGLFDWHGHPSOR\HHIRUWKHVHGRVVLHUVLQ
DGGLWLRQ WR WKHLU UHSUHVHQWDWLRQ DW WKH 9%2 ZKLFK JLYHV WKHP EULHILQJV RQ WKH
HYROXWLRQ RI FHUWDLQ GRVVLHUV DQG WULHV WR FROOHFW D VLQJOH YLHZSRLQW WR EH
FRPPXQLFDWHG WRZDUGV WKH IHGHUDO OHYHO DQG LQ 92.$ DQG WKH 8:( DOWKRXJK
WUDGH ZDV DQG LV VWLOO D PRVWO\ IHGHUDO WRSLF DV ZHOO DV WKH PRQLWRULQJ E\ WKHLU
(XURSHDQ IHGHUDWLRQ (XURWH[ ZKLFK DOZD\V IROORZV )7$V WR FKHFN ZKHWKHU WKH










77,3 RU WKH GHDO ZLWK 9LHWQDP ZKLFK WKH\ KDG WUDFHG YHU\ FORVHO\ EHFDXVH WKH
RIIHQVLYHDQGGHIHQVLYHVWDNHVUHVSHFWLYHO\ZHUHPXFKODUJHU,QWHUYLHZ)HGXVWULD

7KLUGO\ LQ )(9,$ WKH VHFWRUDO IHGHUDWLRQ IRU WKH SURFHVVHG IRRG LQGXVWU\
JDWKHULQJ  VXEIHGHUDWLRQV WKH PRQLWRULQJWKLQNLQJOREE\LQJ RQ WUDGH SROLF\
ZDVVWLOOXQGHYHORSHGHYHQLQ7KLVZDVWKHFDVHHYHQWKRXJKH[WUD(8H[SRUWV
KDG EHFRPH LQFUHDVLQJO\ LPSRUWDQW 7KHLU H[SHUWLVH LQ RWKHU DUHDV VXFK DV VRFLDO




IHOW WKDW WKH\ ODFNHG WKHH[SHUWLVHDQG WKHPHDQVWR VFUXWLQL]H WKLVGRVVLHU LQPXFK
GHWDLO²HVSHFLDOO\ZKHQFRPSDUHGWRODUJHUIHGHUDWLRQVOLNH$JRULD$PRQJ)(9,$·V
VXEVHFWRUVP\LQWHUYLHZHHDFNQRZOHGJHGWKDWWKHUHPD\EHVSHFLILFVHFWRUVWKDW
VSHQWPRUH WLPH RQ WUDGH LVVXHV QRWDEO\ WKH ODUJHU RQHV DQG HVSHFLDOO\ WKRVH WKDW
ZHUHDIIHFWHGE\WKHSK\WRVDQLWDU\DVSHFWVRIWUDGHGDLU\PHDWYHJHWDEOHVDQGIUXLW
7KH\PLJKW KDYH WKH SHUVRQQHO WR IROORZ WKHVH LVVXHV 6WLOO HYHQ WKHVH ODUJHU VXE
VHFWRUV SUREDEO\ IRFXV IDU PRUH RQ PDUNHWDFFHVV WKURXJK FHUWLILFDWLRQ DQG IRRG
VDIHW\ UDWKHU WKDQ WUDGH GHDOV $OWKRXJK P\ LQWHUYLHZHH ZDV QRW SUHVHQW ZKHQ




GLSORPDWLFPLVVLRQWR&DQDGD LQ WKH\QRWHGWKDWPRVWRI WKHLUPHPEHUILUPV
UHPDLQHGPRVWO\¶OXNHZDUP·LQUHJDUGWRWKHDFFRUG7KH\ZHUHQRWUHDOO\IROORZLQJ
WKH GHDO QRU GLG WKH\ H[SHFW PXFK H[SRUW JDLQV IURP WKH ORZHUHG WDULIIV DQG RI




H[DPSOH )(%,$& WKH DVVRFLDWLRQ RI FDU 	 PRWRUF\FOH LPSRUWHUV 	 GLVWULEXWRUV
UHPDUNHGWKDWWUDGHSROLF\ZDVDGRVVLHUWKDWKDGWREHIROORZHGXSE\WKH9%2DQG
WKDW LV IROORZHG PRUH FORVHO\ DQG OREELHG RQ GLUHFWO\ DW WKH (8 OHYHO E\ WKHLU
PHPEHU ILUPV RU UDWKHU WKH SURGXFHUV IURPZKLFK WKHLU PHPEHUV LPSRUWZKRVH
SURGXFWV WKH\GLVWULEXWH WKHPVHOYHV7KH\GLGQRW VHHPHVSHFLDOO\DZDUHRI&(7$
,QWHUYLHZ)(%,$&2WKHUVUHMHFWHGLQWHUYLHZUHTXHVWVEHFDXVHWKH\FODLPHG
WRKDYHOLWWOHWRVD\WKHGDLU\LQGXVWU\%&=&%/WKHPHDWLQGXVWU\)HEHYDQGWKH
IHGHUDWLRQRI WKH%HOJLDQEUHZHUV FODLPHG WKDW WKH\GLGQRWGRDQ\PRQLWRULQJRI
WKHLURZQWKH\OHIWWKLVWR WKHLU(XURSHDQIHGHUDWLRQV (0DLO %&=(0DLO 
%HOJLDQ%UHZHUV (0DLO )(%(9%UHZHUVRI(XURSHDOVR FODLPHGWKDW






(XURSHDQ OHYHO ZKDWVRHYHU %UHZHUV RI (XURSH ² (PDLO ,Q GDLU\ DQG PHDW
KRZHYHU LW·V SRVVLEOH WKDW WKH\ KDG UHOLHG RQ WKH WUDFNLQJ RI WKH %RHUHQERQG ,Q
%HOJLXPWKHSURFHVVLQJLQGXVWULHVDQGWKH IDUPHUVFRRSHUDWH LQWKH¶.HWHQRYHUOHJ·
ZKHUHLQ WKHVH JURXSV FRRUGLQDWH DERXW DZLGH UDQJH RI LVVXHV WKDW WRXFKHV RQ WKH








:KDW DERXW LQGLYLGXDO ILUPV".HUVVFKRW  VKRZHG WKDW )OHPLVK ILUPV HYHQ
PDMRUPXOWLQDWLRQDOV LQFRQFHQWUDWHGVHFWRUVSUHIHUWR OREE\WKURXJKRU LQSDUDOOHO
ZLWK DVVRFLDWLRQV UDWKHU WKDQ LQGLYLGXDOO\ EHFDXVH D VHFWRUDO RUJDQL]DWLRQ LV
SHUFHLYHGDVPRUH OHJLWLPDWHKDVPRUH OHYHUDJHDQGEHWWHUDFFHVV WRQHWZRUNVDQG
LQIRUPDWLRQ7KLV LVZK\ ,KDYH IRFXVHGRQ WKHDVVRFLDWLRQV ILUVW DW WKHSHDN OHYHO
WKHQDFRXSOHZKLFKDV,NQHZIURPSUHYLRXVLQWHUYLHZVZHUHYHU\ZHOOXSWRGDWH
ZLWK WUDGHSROLWLFVDQG WKHQ LQDQXPEHURIPDMRUVHFWRUVDQGWKH LQGXVWULHV WKDW ,
EHOLHYHGPLJKWKDYHKDGDQ LQWHUHVW LQ&(7$ HJEUHZHUV FKHPLVWU\ IRRGPHDW
GDLU\ ,JRW LQWRXFKZLWKPDQ\RI WKHVHDVVRFLDWLRQVDQGPRVWUHVSRQGHGDW OHDVW
EULHIO\,QWKHVHFRQWDFWV,DOZD\VHQTXLUHGZKHWKHUWKH\NQHZLIRUVXVSHFWHGWKDW
LQGLYLGXDO ILUPV KDG GRQH DQ\ OREE\LQJ RI WKHLU RZQ LQ %HOJLXP 7KH\ PRVWO\
LQGLFDWHG WKDW WKH\ EHOLHYHG WKLV KDG QRW EHHQ WKH FDVH DQG LQ FRPELQDWLRQ ZLWK
.HUVVFKRW·V LQWHUYLHZVSHUIRUPHGGXULQJWKHWLPHLQZKLFK&(7$ZDVQHDULQJWKH
HQGRIQHJRWLDWLRQVRUKDGMXVWEHHQFRQFOXGHGZLWKVRPHRIWKHVHILUPV,WKLQNLW·V
VDIH WR FRQFOXGH WKDWPRVW ILUPVHYHQ ODUJHRQHVGLGQRWFRPHRXWZLWKSRVLWLRQV
VHSDUDWHIURPWKHLUDVVRFLDWLRQV
7KHUHZDVRQH H[FHSWLRQ WKDW , NQRZRI WKHGUHGJHUV'(0( LQSDUWLFXODUZHUH
DFWLYHO\LQWRXFKZLWKWKH)OHPLVKJRYHUQPHQW+RZHYHUDV,GLVFXVVLQWKHVHFWLRQ
RQ ¶LQVLGH DFFHVV· WKLV ZDV RQO\ DIWHU WKH )OHPLVK JRYHUQPHQWPDGH FRQWDFW ZLWK
WKHP DQG DIWHU WKH )OHPLVK JRYHUQPHQW ZDV LWVHOI VROLFLWHG E\ WKH (XURSHDQ
'UHGJHUV·V$VVRFLDWLRQV(X'$*LYHQWKHVL]HPXOWLQDWLRQDOLW\DQGFRQFHQWUDWLRQRI
WKHVH ILUPV WKHLU LQYROYHPHQW LQ WKH (X'$ DQG WKH IDFW WKDW WKH RSHQQHVV RI
SURFXUHPHQW PDUNHWV LQ &DQDGD ZDV D PXFKGHEDWHG SUREOHP VHH WKH FDVH
LQWURGXFWLRQDVZHOODVDFOHDULQWHUHVWIRUWKHVHDFWRUVLWLVXQOLNHO\ WKDWWKH\ZHUH






JRRGDFFRXQWRI WKHRWKHUVHFWRUVDVZHOO QRWDEO\WKH9%2EXWDOVR ORQJWLPHDQG
DFWLYH REVHUYHUV OLNH )HGXVWULD -XGJLQJ IURP WKHLU QRQUHVSRQVHV LW VHHPV WKDW





%HOJLDQ EXVLQHVV ZDV DZDUH RI &(7$ DW DQ HDUO\ VWDJH EXW QRW YHU\ LQWHUHVWHG ²
HLWKHU LQ WKHGHDO LWVHOI RU LQJLYLQJ VSHFLILF LQSXW WR %HOJLDQGHFLVLRQPDNHUV7KLV
DOVR LQFOXGHV VHFWRUV WKDW VWRRG RXW LQ P\ ¶SULRU· DQDO\VLV DXWRPRELOHV DQG
SKDUPDFHXWLFDOV WKH EUHZHUV DQG WKH IRRG VHFWRU QRWDEO\ PHDWV DQG GDLU\ 7KLV
ODWWHU JURXS PD\ KDYH EHHQ WDJJLQJ DORQJ ZLWK WKH VWURQJHU PRQLWRULQJ RI WKH
IDUPHUV·JURXSVKRZHYHUZKLFKFOHDUO\GLGKDYH WKHLUH\HVRQ WKHEDOODWDQHDUO\
VWDJH7KHVHFWRUV·ODFNRIPRQLWRULQJVHHPVWRKDYHEHHQFDXVHGLQSDUWE\WKHLUODFN
RI LQWHUHVW LQ D GHDO ZLWK &DQDGD DQG LQ SDUW E\ WKHLU UHOLDQFH RQ (XURSHDQ
IHGHUDWLRQVWRNHHSDQH\HRQWKHVHGRVVLHUVEXWLWZDVWRDFRQVLGHUDEOHH[WHQWDOVR
FDXVHGE\WKHLUODFNRIUHVRXUFHVDQGWKHIUDFWXUHGQDWXUHRI%HOJLDQEXVLQHVVOLPLWHG
SHUVRQQHO WR VSHQG WLPH RQ WKLV LVVXH ZKLFK ZDV DOPRVW QHYHU D SULRULW\ IRU WKH
VPDOODQGPHGLXPVL]HG ILUPVWKH\UHSUHVHQWHG$Q LPSRUWDQWUHPDLQLQJODFXQDLV
WKH H[WHQW RI ILUPV· DXWRQRPRXV LQYROYHPHQW ZLWK WKH JRYHUQPHQW SHUKDSV ELJ
FRPSDQLHV LQ SDUWLFXODU MXVW VNLSSHG WKHLU VHFWRUDO IHGHUDWLRQV WR FRQVXOW ZLWK WKH




$FFRUGLQJ WR PRVW LQWHUYLHZV LQ EXVLQHVV WKH NH\ DFWRU ZDV WKH 9%2 ,W·V VWLOO








VRPHZKDW PRUH GHWDLOHG DQDO\VLV IROORZHG RQ WKH RFFDVLRQ RI %HOJLXP·V WUDGH
PLVVLRQWR&DQDGDLQ2FWREHUORZHUHGWDULIIVZRXOGERRVW%HOJLDQH[SRUWVDQG
PDUNHW HQWU\ HVSHFLDOO\ LQ WKH SKDUPDFHXWLFDO LQGXVWU\ ZLQHV DQG GLVWLOOHG
EHYHUDJHVSURFHVVHGDJULFXOWXUDOSURGXFWVFRVPHWLFVDQGWH[WLOHVDQGFORWKLQJ7KH
IXUWKHU RSHQLQJ RI SURFXUHPHQW PDUNHWV ZRXOG DOVR EH EHQHILFLDO DV ZHOO DV WKH
VWURQJHU SURWHFWLRQRI ,35 HVSHFLDOO\ IRUSURGXFHUVRISKDUPDFHXWLFDOV 7KH\DOVR
XQGHUVFRUHG WKH ¶JHRVWUDWHJLFGLPHQVLRQ· RI WKHGHDO VLQFH&(7$ZRXOGDOORZ(8




VRPHZKDW IRUPXODLF: WKH WKHRU\ RI 5LFDUGLDQ FRPSDUDWLYH DGYDQWDJH KDG SURYHQ
DQGWKHH[SHULHQFHVZLWKSUHYLRXV)7$VKDGGHPRQVWUDWHGWKHEHQHILWVRIIUHHWUDGH
OLEHUDOL]DWLRQ KDG OLIWHGPLOOLRQV IURPSRYHUW\ DQGPRVWJOREDO JURZWKZDV VHW WR
RFFXU RXWVLGH RI WKH (8 WKH %HOJLDQ HFRQRP\ ZDV GHSHQGHQW RQ IXUWKHU PDUNHW
RSHQLQJQRWRQO\WKURXJKORZHUWDULIIVEXWDOVRE\FRQFOXGLQJGHDOVZLWKUHJXODWRU\
FRRSHUDWLRQDQGLQYHVWPHQWSURWHFWLRQDQG77,3&(7$RIIHUHGWKHEHVWZD\IRU¶XV·











$OWKRXJK WKH\ DOZD\V VXSSRUWHG D VWURQJ LQYHVWPHQW FKDSWHU WKH\ ZHUH QRW
SDUWLFXODUO\ FRQFHUQHGZLWK WKH GHEDWH DERXW ¶ZKDW WR GR LQ FDVH WKHUH·V D SUREOHP· ²
HVSHFLDOO\ DPRQJ 2(&' FRXQWULHV 7KH\ SDLG PRUH DWWHQWLRQ WR WKH DJUHHG UXOHV
WKHPVHOYHV IRU H[DPSOH DERXW H[SURSULDWLRQ HTXDO WUHDWPHQW RU PDUNHW DFFHVV
UDWKHUWKDWWKHGLVSXWHVHWWOHPHQWERG\7KHLVVXHZDVDORWOHVVVHQVLWLYHGXULQJWKH
QHJRWLDWLRQV DQG WKH\GLG QRW WUDFN LW YHU\ FORVHO\ 7KH9%2 IHOW WKDW LWZDV YHU\
SDUDGR[LFDOWKDWRYHUWKUHHTXDUWHUVRIDOOWKHGHEDWHVRQ&(7$DQG77,3WKH\KDGWR
ZDJHUHYROYHGDURXQG,&6,6'6ZKLOH WKLV LQVWUXPHQWKDGQRWEHHQ DSULRULW\ IRU




QRW D VLQJOHEXVLQHVV RZQHUZRXOGNQRZZKDW D QHJDWLYH RU SRVLWLYH OLVW HQWDLOHG





PDWWHUV OLNH SRVLWLYH OLVWV RU ,6'6 DQGGRQ·W KDYH WLPH WR IHHG WKHLU VHFWRUV RU WKH
9%2ZLWKPXFKGHWDLOVPRUHJHQHUDOO\7KLVFDQEHSUREOHPDWLF EHFDXVH LWPHDQV
WKDW WKH%HOJLDQJRYHUQPHQWV DUH RIWHQ QRWZHOOSUHSDUHG LQ WHUPVRIGHIHQVLYH RU
RIIHQVLYHLQWHUHVWV,QWHUYLHZ9%2




%HLQJ D WUDQVVHFWRUDO RUJDQL]DWLRQ 92.$·V SRVLWLRQLQJ LV QHYHU EDVHG RQ DQ\
VHFWRUVSHFLILFLPSDFWDQDO\VLVWKH\ORRNDWWKHRYHUDOOLPSDFWZKLFK¶DOPRVWDOZD\V




LQ )OHPLVK DVZHOO DV )UDQFRSKRQHPHGLD· (0DLO  9RND  ,Q2FWREHU 






6LPLODUO\ WKH8:(FRVLJQHG WKH9%2·V MRLQWVWDWHPHQWVEXW WKHUHZDVQRWUDFHRI
DQ\HDUO\SRVLWLRQVRUUHPDUNVDQGWKH\FODLPHGWKDWWKH\PRVWO\OHIWWKHVHNLQGVRI
PDWWHUVWRWKH9%2,QWHUYLHZ8:(7KHLUILUVWVWDWHPHQWVLQWKHSUHVVGDWH
IURP $SULO  7KH\ DOVR GHIHQGHG WKH GHDO GXULQJ D KHDULQJ LQ WKH :DOORRQ
SDUOLDPHQWEXWWKLVZDVRQO\LQ2FWREHU+HUHWKH\DUJXHGWKDWILUPVKDGJUHDW
LQWHUHVW LQ&(7$ WKH\ZHUH LQQHHGRIQHZPDUNHWV WRH[SRUW WRDOVR LQGLUHFWO\DV
LQWHUPHGLDWHV WKURXJK RWKHU (XURSHDQ H[SRUWV LQ RUGHU WR HVFDSH WKH WDWWHUHG (8






2Q WKHZKROH81,=2ZDVQRWYHU\DFWLYH LQ WKHGRVVLHU'XULQJ WKHQHJRWLDWLRQV
WKH\ZHUHDOZD\VSUHVHQWGXULQJPHHWLQJVZLWKWKHVHFWRUVEXWQHYHUFRQWULEXWHGD
SRVLWLRQRIWKHLURZQ,QWHUYLHZ)RUPHU'L9,QWKH\GLGVXSSRUWWKH
HPSOR\HUV· MRLQW OHWWHUEXWDFFRUGLQJ WRRWKHUEXVLQHVV VRXUFHV WKLVSUREDEO\GLG





RQO\GHYHORSHGDSRVLWLRQDIWHU WKH\ZHUHDVNHG WRGRVRE\SROLWLFDO LQWHUORFXWRUV
$OWKRXJK)7$VZHUHXVXDOO\DPDWWHU IRU WKHPRUHH[SRUWRULHQWHG8:(WKLVWLPH
ZDV GLIIHUHQW EHFDXVH WKH (XURSHDQ &RPPLVVLRQZDV DOZD\V HPSKDVL]LQJ WKDW LW
ZDV QHJRWLDWLQJ WKHVH GHDOV IRU 60(V WKH\ IHOW REOLJHG WR UHVSRQGEHFDXVH LWZDV
VSHDNLQJ ¶LQ WKHLUQDPH·7KH\FDPH WREHOLHYH WKDW WKH&RPPLVVLRQ·VSRVLWLRQZDV
K\SRFULWLFDO DQG WKDW WKH GHDO ZDV TXLWH REYLRXVO\ EHLQJ QHJRWLDWHG WR VHUYH WKH
LQWHUHVWVRI ODUJH ILUPVDQGPXOWLQDWLRQDOV LWZDVRQO\XVLQJ60(VDVDQDOLELDQG
WKLV OHG WKHP WR UHMHFW77,3 DOWKRXJK WKH\GLGQRWSULQFLSDOO\RSSRVH)7$V7KLV
VXEVHTXHQWO\ OHGWRDQDZDUHQHVVRI&(7$ZLWKZKLFK WKH\KDGWZR IXQGDPHQWDO
SUREOHPV L WKHUHZHUH QR %HOJLDQ JHRJUDSKLFDO LQGLFDWLRQV LQFOXGHG LQ WKH GHDO
ZKLFK WKUHDWHQHGWR LQFUHDVHFRPSHWLWLRQ IRU ORFDOSURGXFHUV IURP&DQDGLDQ ILUPV
DQG$PHULFDQILUPVWKURXJK&DQDGDLL,6'67KLVFRXUWZRXOGDOORZODUJHILUPVWR
FKDOOHQJH UHJXODWLRQVZKLOH LW UHPDLQHG XQDYDLODEOH IRU 60(V FOHDU HYLGHQFH WKDW
WKHGHDORQO\VXSSRUWHGELJEXVLQHVV ,QWHUYLHZ8&07KH\ZHUH WKHRQO\
HPSOR\HUV· IHGHUDWLRQ WKDW GLG QRW VLJQ WKH HPSOR\HUV· MRLQW OHWWHU VHQW RXW LQ
VXSSRUWRI&(7$RQ2FWREHUWK,QDVXEVHTXHQWLQWHUYLHZZLWK/·(FKRWKH\
GHYHORSHG WKH SRVLWLRQ DV VXPPDUL]HG DERYH $OWKRXJK WKH\ KRSHG WKH EORFNDJH
ZRXOG HYHQWXDOO\ EH UHVROYHG WKH\ FKRVH WR VXSSRUW WKH SRVLWLRQ RI :DOORQLD·V
SDUOLDPHQW
7KHUH ZHUH QR FRQVXOWDWLRQV ZLWK WKHLU PHPEHUV RQ WKLV LVVXH LQ IDFW P\
LPSUHVVLRQ LV WKDW WKH FKLHI RI WKH 8&0 'XSODH GHFLGHG RQ WKLV E\ KLPVHOI





'XSODHD ORWRIWKHPHPEHUVZHUHDELW VXUSULVHGWKDW WKH8&0ZDVRSSRVLQJWKH
)7$ WKH RQO\ HPSOR\HUV· IHGHUDWLRQ WR GR VR EXW KH FODLPHG WKDW WKH\ PRVWO\
VXSSRUWHG KLV SRVLWLRQ DIWHU KH ODLG RXW KLV DUJXPHQWV ,QWHUYLHZ  8&0 





-XVWLFHDTXHVWLRQDERXW ,6'6 VR WKH\ VXSSRUWHG UDWLILFDWLRQDIWHU WKLV ,QWHUYLHZ
8&0
$JULFXOWXUH
,Q WKH DJULFXOWXUDO DQG IRRG VHFWRU WKH ¶.HWHQRYHUOHJ· D JURXS RI UHSUHVHQWDWLYHV
IURPIDUPHUVDQGSURFHVVHGIRRGLQGXVWULHVSXEOLVKHGD MRLQWSRVLWLRQRQ&(7$LQ
2FWREHU  7KLV SRVLWLRQ ZDV VLJQHG E\ WKH PDMRU IDUPHUV· RUJDQL]DWLRQV
%RHUHQERQG ):$ DQG WKH ¶$OJHPHHQ %RHUHQV\QLGFDDW· E\ WKH DQLPDO IHHG
IHGHUDWLRQ%HPHIDVZHOODV)(9,$81,=2DQG&RPHRV,QWKLVSRVLWLRQWKH\VWDWH




VDZ &(7$ DV ¶PRVWO\ RIIHU>LQJ@ H[SRUW RSSRUWXQLWLHV ZKLOH QRW H[DFHUEDWLQJ WKH FXUUHQW







DFNQRZOHGJHPHQWRI WKHRIIHQVLYHRSSRUWXQLWLHVRIIHUHGE\ LQWHUQDWLRQDO WUDGHDQG
ELODWHUDO GHDOV 6LQFH WKH (8·V UHJXODWLRQ RI WKH DJULFXOWXUDO DQG IRRG LQGXVWULHV LV
YHU\GHPDQGLQJWKH\FDQQRWDFFHSWXQIDLUFRPSHWLWLRQIURPOHVVVWULQJHQWFRXQWULHV
$ JRRG ELODWHUDO GHDO WKHUHIRUH HLWKHU H[SRUWV WKH (8·V UHJXODWRU\ VWDQGDUGV RU




RI DQLPDO JRRGV  EHHI SRUN SRXOWU\ EHFDXVH RI UHJXODWRU\ DQGZDJH FRVWV DQG
SUREOHPV RI VFDOH 7KHLU RIIHQVLYH LQWHUHVWV DUH SULPDULO\ LQ IUHVK IUXLW DQG
YHJHWDEOHVDVZHOODVSURFHVVHGIRRGVVXFKDVVSHFLDOW\FKHHVHV7KLVSRVLWLRQGLGQRW
HPHUJH DIWHU FRPSOH[ LPSDFW DQDO\VHV DOWKRXJK &23$ SHUIRUPHG WKHVH
RFFDVLRQDOO\ EXW IURP WKHLU RZQ GD\WRGD\ NQRZOHGJH DERXW SURGXFLQJ DQG WKH











%DVHG RQ WKH FRQVLGHUDWLRQV RI WKLV ¶EDVLF SRVLWLRQ· WKH %RHUHQERQG MXGJHG WKDW
&(7$ZDVDZHOOEDODQFHGGHDO,WRIIHUHGH[WUDH[SRUWLQJRSSRUWXQLWLHVIRU)OHPLVK
RIIHQVLYHVHFWRUVSURFHVVHGIRRGVIUXLWDQGYHJHWDEOHVZKLOHDOORZLQJERWKVLGHVWR
SURWHFW VRPH RI WKHLU GHIHQVLYH LQWHUHVWV &RQWUDU\ WR IRU H[DPSOH WKH SRWHQWLDO
GHDO ZLWK 0HUFRVXU &(7$ RU 77,3 IRU WKDW PDWWHU ZDV QRW FRQVLGHUHG YHU\
ZRUULVRPH 7KHUH KDG EHHQ QR ELJ WUDGHRIIV EHWZHHQ QRQDJULFXOWXUDO DQG





LWV PDQGDWH WKH\ EHOLHYHG WKDW WKH QHJRWLDWLQJ JDPH GHPDQGHG OLPLWV WR
WUDQVSDUHQF\ HVSHFLDOO\ LI WKH (8·V SDUWQHU ZDV QRW UHFLSURFDOO\ WUDQVSDUHQW
,QWHUYLHZ%RHUHQERQG
7KH\ UHLWHUDWHG WKHVH SRVLWLRQV LQ 6HSWHPEHU DQG 2FWREHU  DOWKRXJK WKH\
UHFRJQL]HG WKDW WKH EHHI DQG PRUH LPSRUWDQWO\ IRU )ODQGHUV SRUN VHFWRUV ZHUH
GHIHQVLYH SOD\HUV LQ WKH DJUHHPHQW DQGSRWHQWLDOO\ VWRRG WR ORVH IURP&(7$ WKH\
VWURQJO\ GRZQSOD\HG WKLV GDQJHU &DQDGD·V SURGXFWLRQZDV WLQ\ FRPSDUHG WR (8
FRQVXPSWLRQ DQG HYHQ EHIRUH WKH GHDO KDG VRPHWLPHV EDUHO\ ILOOHG XS H[LVWLQJ
TXRWD0RUHRYHUWKH\KDLOHGWKHDJUHHPHQWDVSUHVHUYLQJ(XURSHDQVWDQGDUGVDQG
IRU NHHSLQJ RXW KRUPRQH EHHI DQG UDFWRSDPLQH SRUN ZKLOH GDLU\ PDUNHWV ZHUH
RSHQHG DQG SRXOWU\HJJ PDUNHWV UHPDLQHG FORVHG PRVW LPSRUWDQWO\ WKH ¶QHZ
JHQHUDWLRQ· GHDO RIIHUHGQHZRSSRUWXQLWLHV IRU )ODQGHUV· H[SRUWRULHQWHGDJULFXOWXUH
%RHUHQERQGDE
7KH HDUO\ GXULQJEHIRUH WKH QHJRWLDWLRQV SRVLWLRQ RI WKH %RHUHQERQG·V :DOORRQ
FRXQWHUSDUW WKH ):$ LV XQNQRZQ WRPH $FFRUGLQJ WR WKH %RHUHQERQG )OHPLVK
DQG:DOORRQ DJULFXOWXUDO RUJDQL]DWLRQV GLG KDYH WKHLU GLIIHUHQFHV ZKLFK ODUJHO\
PLUURUHG WKH EURDGHU G\QDPLF ZLWKLQ %HOJLXP 7KH %RHUHQERQG KDG EHFRPH
LQFUHDVLQJO\ZLOOLQJ WR DOVR IRFXV RQ WKH ¶RIIHQVLYH· RSSRUWXQLWLHV RIIHUHG E\ WUDGH





 &LYLO VHUYDQWV DOVR FRQILUPHG WKDW WKH\ FRXOG QRW UHFDOO DQ\ LQWUD%HOJLDQ
FRQIOLFWV DW OHDVW QRW DPRQJ WKH SHDN RUJDQL]DWLRQV RYHU WKH IDUPHUV· LQWHUHVWV LQ








 7KH IHDU IRU0(5&2685ZDVPXFK KLJKHU HVSHFLDOO\ EHFDXVH RI WKH SUHVHQFH RI DJULFXOWXUDO JLDQW %UD]LO
HVSHFLDOO\ LWV ODUJH VFDOH SURGXFWLRQ LQ DQLPDO SURGXFWV VXFK DV EHHI QRW MXVW EHFDXVH RI WKH FRPSDUDWLYH








H[SUHVVLQJ WKHLU VXSSRUW IRU IUHH WUDGH LQ JHQHUDO +RZHYHU WKH\ DOVR VWDWHG WKDW
WUDGHVKRXOGEHIDLUDQGEDODQFHGDQGWKDW&(7$IDLOHGWKLVWHVWRQIRXUFRXQWVL
DJULFXOWXUH KDG EHHQPDGH WKH EDUJDLQLQJ FKLS RI WKH QHJRWLDWLRQV LL ERUURZLQJ
IURPWKH1*2·VOH[LFRQ WKH\IHDUHGWKDW&(7$ZRXOGSURYHWREHD ¶7URMDQKRUVH·
IRU77,3PRUH VSHFLILFDOO\ LQ UHJDUGV WKHRSHQLQJRIEHHIPDUNHWV WKH FRQFHVVLRQV
PDGHRQEHHITXRWDLQ&(7$ULVNHGIXUWKHULQFUHDVLQJ$PHULFDQGHPDQGVKHUHLLL
WKH\UHVLVWHGDWWHPSWVDWUHJXODWRU\KDUPRQL]DWLRQVHHLQJWKLVDVLQFRPSDWLEOHZLWK
DWWHPSWV WR VDIHJXDUG (XURSHDQ QRUPV DQG LY WKH\ FULWLFL]HG WKH GHDO IRU QRW
LQFOXGLQJ D VLQJOH:DOORRQ JHRJUDSKLFDO LQGLFDWLRQ ,Q VXP WKLV OHG WR D SRVLWLRQ
WKH\ WKHPVHOYHVGHVFULEHGDV ¶QRXQOHVV·² FDOOLQJ IRU DPRGLILFDWLRQRI WKH WH[WV LQ
RUGHU WRUHPHG\ WKHVH LPEDODQFHV7KLV WH[WZDVSXEOLVKHGRQ WKHLUZHEVLWHRQ WKH
WKRI2FWREHUZKLOHWKHSUHVVUHOHDVHIRUWKHNHWHQRYHUOHJ·VSRVLWLRQZDVVHQWRXW
WKHGD\DIWHU,ZDVXQDEOHWRVSHDNWRWKH):$LWVHOIEXWDFFRUGLQJWRDQ03IURP
(FROR WKH ):$·V SRVLWLRQ ZDV FRQIXVHG EHFDXVH LW ZDV LQWHUQDOO\ GLVSXWHG ,WV
PHPEHUVKLSZDVRSSRVHGWRWKHGHDODQGDWILUVWWKLVVWDQFHZDVVKDUHGE\WKHWRS
EXWWKHQWKHOHDGHUVKLSZDVKDQGHGWRVRPHRQHZKRGLGVXSSRUWWKHGHDO7KH):$
WKHQ FRVLJQHG WKH OHWWHU RI WKH NHWHQRYHUOHJ ZKLFK OHG WR WHQVLRQV EHFDXVH PDQ\
PHPEHUV DUJXHG WKDW WKH\ KDG QRW KDG DPDQGDWH IRU WKLVPRYH ,QWHUYLHZ 03
(FROR:DOORQLD




PDUNHWRSHQLQJ LQGDLU\ IRUPRUHRSHQLQJ LQPHDW&DQDGDZDVPRUH FRPSHWLWLYH
WKDQWKH(8LQPHDWWKH(8ZDVVWURQJHULQGDLU\7KH\GLGQRWEHOLHYHWKDWWKH(8
ZRXOG EH DEOH WR FRPSOHWHO\ SUHYHQW KRUPRQH EHHI IURP HQWHULQJ DQG WKH\
UHVLVWHG WKH IXUWKHU RSHQLQJ RI PDUNHWV GDLU\ IDUPHUV ZHUH DFWXDOO\ WU\LQJ WR
SURPRWH WKH NLQG RI PDUNHWUHJXODWLQJ V\VWHP IRU PLON WKDW ZDV RSHUDWLQJ LQ
&DQDGDZKLFK WKH (8ZDV WU\LQJ WR GLVDVVHPEOH WKURXJK &(7$0RUH JHQHUDOO\
WKH\ UHVLVWHG WKH GULYH WR IRUHYHU LQFUHDVH H[SRUWV WKH\ EHOLHYHG ORFDOO\ SURGXFHG
DQGGLVWULEXWHGSURGXFWLRQZDVDPRUHYLDEOHWUDMHFWRU\6RWKH\UHVLVWHGWKHGHDODWD
UHODWLYHO\ HDUO\ VWDJH '  ,QWHUYLHZ QG ,Q )ODQGHUV WKH ¶$OJHPHHQ
%RHUHQV\QGLFDDW· DV ZHOO DV WKH )OHPLVK 0LON %RDUG ZHUH DJDLQVW DV ZHUH WKH
RUJDQLF IDUPHUV %LR)RUXP 9ODDQGHUHQ ,Q :DOORQLD WKHUH ZDV )8*($ WKH
0RXYHPHQW G
$FWLRQ 3D\VDQQH DQG RUJDQL]LQJ WKH )UDQFRSKRQH DQG *HUPDQ
VSHDNLQJGDLU\IDUPHUVWKH0LOFKHU]HXJHU,QWHUHVVHQJHPHLQVFKDIW0,*$VZDV
GLVFXVVHGDERYH'XQLWHGWKH(XURSHDQ0LON%RDUGZLWKVRPHRIWKHVHIRUFHV









$V ZDV PHQWLRQHG LQ WKH SUHYLRXV VHFWLRQ WKH ELJ LQGXVWULDOWHFKQRORJLFDO
IHGHUDWLRQ$JRULD KDG QRW GHHPHG &(7$ WR EH HFRQRPLFDOO\ VLJQLILFDQW ,W·V QRW
FOHDUWRZKDWH[WHQWWKH\JDYHPXFKLQSXWLQWKHHDUO\SKDVH+RZHYHUWKHGHDOGLG
SRVVHVVHVSHFLDOO\DIWHU LWEHFDPHLQFUHDVLQJO\SROLWLFDODPRUH ¶VWUDWHJLF·ZRUWKIRU
WKHP LW FRQWDLQHG DVSHFWV WKDW ZHQW EH\RQG WDULIIV VXFK DV D IRUP RI UHJXODWRU\
FRRSHUDWLRQDQGWKXVIXQFWLRQHGDVDVRUWRIWHVWLQJJURXQGIRUIXWXUHQHJRWLDWLRQV
¶LIZHFDQ·WPDNH WKLVNLQGRIGHDOZLWK WKH&DQDGLDQV«·%\ WKHHQGRI WKHUHZDV
DOVR WKH DGGLWLRQDO IHDU WKDW :DOORQLD·V UHVLVWDQFH ZRXOG WDLQW %HOJLXP·V LPDJH
DEURDG 6WLOO HYHQ WKLV DQJOH UHPDLQHG OLPLWHG $JRULD·V VXSSRUW IRU WKH LQIDPRXV
,6'6 FODXVH IRU LQVWDQFH ZDV DPELJXRXV DW PRVW LW ZDV VHHQ DV D PRUH FURVV
VHFWRUDOLVVXHDQLVVXHWKDWFRXOGSRWHQWLDOO\GHUDLOWKHWUHDW\ZKLOHRIIHULQJEHQHILWV
LQRQO\YHU\VSHFLILFFLUFXPVWDQFHV$QGHYHQWKHELJJHVWRWKHUXSFRPLQJ)7$77,3
IRU ZKLFK &(7$ PLJKW UHDVRQDEO\ KDYH EHHQ VHHQ DV D VWHSSLQJ VWRQH ZDV QRW
GHHPHGLPSRUWDQWHQRXJKE\PRVW%HOJLDQILUPVWRPDNHWKHPSURPRWH&(7$DWDOO




RQ WKHLU ZHEVLWH LQ -XO\  $JRULD FULWLFL]HG WKH DWWHPSWV WR EORFN &(7$·V
UDWLILFDWLRQDUJXLQJWKLVZRXOGWDLQWWKH(8·VDQG%HOJLXP·VLPDJHDEURDGZLWKRXW
RIIHULQJ DQ\ DOWHUQDWLYHV ZKLOH SRWHQWLDOO\ FULSSOLQJ WKH (8·V DELOLW\ WR QHJRWLDWH
)7$V7KLVZRXOGKDUPH[SRUWGHSHQGHQW%HOJLXPDQGZRXOGPDNHLWIDUKDUGHUIRU
WKH(8WRVHWJOREDOVWDQGDUGV ¶LQVWHDGRI&KLQD· $JRULDE,Q1RYHPEHU WKH\
WKHQ SXEOLVKHG D SRVLWLYH HYDOXDWLRQ RI WKH ILQDO DFFRUG KDLOLQJ WKH ORZHULQJ RI
WDULIIV WKH VLPSOLILFDWLRQ RI FXVWRPV· SURFHGXUHV WKH RSHQLQJ RI SURFXUHPHQW
PDUNHWV WKH JUHDWHU HDVH RI WHPSRUDU\ VHUYLFHUHODWHG PLJUDWLRQ WKH VWURQJHU
SURWHFWLRQRI,35DQGWKHDWWHPSWVDWUHJXODWRU\FRRSHUDWLRQ$V,VDLGWKHUHZDVQR
HDUOLHU SXEOLF SRVLWLRQ RQ &(7$ DQG LW·V XQFOHDU ZKDW LQSXW WKH\ JDYH RQ WKHVH
LVVXHVDSDUWIURPDJHQHUDOWKXPEVXSLQWKHHDUOLHUSKDVH$JRULDD
$V ,GLVFXVVHGEHIRUH IRU)HGXVWULD WH[WLOHVFORWKLQJZRRG IXUQLWXUH WKHGHDO LQ
LWVHDUO\VWDJHVZDVQRWYHU\VDOLHQW²WKH&DQDGLDQPDUNHWZDVVPDOO%HOJLDQILUPV·
DQQXDO H[SRUW YDOXH ZDV QR PRUH WKDQ  PLOOLRQ HXURV DQG WKHLU VWDNH ZDV
RIIHQVLYH7KHUHZDVOLWWOHFKDQFHRIWKHWH[WLOHV·LQGXVWU\EHLQJXVHGDVDEDUJDLQLQJ




EXW GLG QRW WDNH DQ\ VSHFLILF SRVLWLRQV RWKHU WKDQZHOFRPLQJ ORZHU WDULIIV LQ WKHLU
VHFWRUV,QWHUYLHZ)HGXVWULD
,QWKH¶SROLWLFL]HG·VWDJH)HGXVWULDGLGWDNHDVWURQJVWDQFHLQIDYRURIWKHGHDO7KH\
SRVWHGPHVVDJHV RQ WKHLUZHEVLWH LQ 6HSWHPEHU DQG1RYHPEHU  LQZKLFK WKH
IHGHUDWLRQ DWWDFNHG :DOORQLD DQG WKH ¶SURWHFWLRQLVWV· FODLPLQJ WKDW DOWKRXJK
)HGXVWULDLWVHOIKDGDOVRRIWHQEHHQYHU\FULWLFDORIJOREDOL]DWLRQWKH\GLGQRWVXSSRUW
WKH EORFNDJH RI &(7$ 7KLV )7$ ZRXOG EULQJ MREV DQG JURZWK WR WKH (8 DQG
%HOJLXPDOVRDPRQJ%HOJLDQ60(VDQGEORFNLQJLWIRURSSRUWXQLVWLFUHDVRQVXVLQJ
DUJXPHQWV WKDWKDGEHHQGHEXQNHGZRXOGRQO\ VHUYH WRGHVWUR\%HOJLXP·V LPDJH
DEURDG VFDULQJ DZD\ LQYHVWRUV )HGXVWULD D E $FFRUGLQJ WR )HGXVWULD


WKH\ EHOLHYHG WKLV LQWHUYHQWLRQ ZDV QHFHVVDU\ IURP D SROLWLFDO SHUVSHFWLYH WKH\
VKDUHG WKH IHDU RI WKH 9%2 DQG RWKHU IHGHUDWLRQV WKDW &(7$·V EORFNDJH RU WKH
LQFOXVLRQRIRYHUO\UHVWULFWLYHDPHQGPHQWVZRXOGLPSHGHWKHQHJRWLDWLRQRIIXWXUH
)7$V2Q,6'6IRUH[DPSOHWKH\ZDQWHGWKHHVVHQWLDOVRIWKHV\VWHPWREHUHWDLQHG
WKH\GLGQRWUHVLVW VRPHPRUHVDIHJXDUGVEHLQJEXLOW LQEXW LWZDVQRWD UHDVRQ WR
VLQN WKH HQWLUHGHDO 7KH\PRVWO\ IHDUHG WKDW WKHSROLWLFDO UHVLVWDQFH IURP:DOORQLD






DOWKRXJK PRVW RI LWV PHPEHUV GLG QRW FDUH WKDW PXFK DERXW &(7$ )(9,$ VWLOO
VXSSRUWHGDQGWRVRPHH[WHQWDGYRFDWHGIRUIUHHWUDGHLQJHQHUDODQGWKHUHIRUHWULHG
WRVXSSRUWWKHGHDO,QWHUYLHZ)(9,$
$JDLQ LW LV SRVVLEOH WKDW RWKHU VHFWRUV WRRN XS SRVLWLRQV GXULQJ HDUOLHU VWDJHV RU
EHKLQG WKH VFUHHQVGXULQJ WKH ¶SROLWLFDO· SKDVH , DPTXLWH FRQILGHQW WKDW , KDYHQ·W
PLVVHGDQ\RWKHUVHFWRUVRUILUPVWKDWODXQFKHGSXEOLFVWDWHPHQWV)(%,$&GLGQRW
WDNHDQ\SDUWLFXODUSRVLWLRQRQWKLVDOWKRXJKPD\EHLWVPXOWLQDWLRQDOPHPEHUILUPV
GLG(VVHQFLD DOVR FODLPHG WKH\ GLG QRW GR DQ\ IROORZXS RI &(7$ $FFRUGLQJ WR
SDUWLFLSDQWV DW WKH 9%2PHHWLQJV )HEHOILQ DOVRZDVQ·W YHU\ DFWLYH )LQDOO\ FLYLO
VHUYDQWV DQG DQ 03 KDYH WROG PH WKDW WKHUH ZDV QR OREE\LQJ DQG WKXV QR
FRPPXQLFDWHG SRVLWLRQ IURP WKH DXGLRYLVXDO VHFWRU ZKDWVRHYHU ² VR WKH %HOJLDQ
SRVLWLRQ KHUH GLG QRW GHULYH IURP DQ\ VHFWRUDO SUHVVXUH ,QWHUYLHZ 03 19$ 
)OHPLVK,QWHUYLHZ:%,
)LQDOO\ DV LQ WKH 'XWFK FDVH , GR QRW NQRZ ZKDW H[DFWO\ WKH %HOJLDQ GUHGJHUV·
SRVLWLRQ ZDV RQ &(7$ -XGJLQJ IURP WKH LQWHUYLHZV ZLWK WKH 'XWFK ZDWHU
FRQVWUXFWLRQVHFWRUTXRWHGLQWKH'XWFKFDVHDVZHOODVWKHIDFWWKDWILUVWFRQWDFWZDV
LQLWLDWHGE\WKHLUPXWXDO(XURSHDQIHGHUDWLRQLWVHHPVKLJKO\OLNHO\WKDWWKH\VKDUHG





,W·V FOHDU WKDW QRQDJULFXOWXUDO %HOJLDQ EXVLQHVV ZLWK WKH H[FHSWLRQ RI WKH 8&0
VXSSRUWHGWKHQHJRWLDWHGGHDOZLWK&DQDGDLQDOEHLWPRVWO\IRU¶VWUDWHJLF·
UDWKHUWKDQYHU\VSHFLILFVHFWRUDOUHDVRQV7KHH[WHQWWRZKLFKILUPVDQGVHFWRUVDOVR
KDG PRUH VSHFLILF SRVLWLRQV UHPDLQV XQFOHDU ² HYHQ LQ VRPH LQGXVWULHV WKDW ZHUH
KLJKOLJKWHGLQWKHSULRU0DQ\RIP\VRXUFHVLQGLFDWHGWKDWWKHLUDVVRFLDWLRQZDVQRW
LQYROYHG LQ DQ\ JUHDW GHWDLO EXW WKH\ZHUHQ·W DOZD\V DURXQG DW WKH WLPH DQG LW·V
EHHQ D ORQJ ZKLOH ,W·V DOVR SRVVLEOH WKDW WKH ODUJHU ILUPV SHUIRUPHG VRPH
DXWRQRPRXV OREE\LQJ +RZHYHU FRQVLGHULQJ WKH ODFN RI EXVLQHVV· DQDO\WLFDO
UHVRXUFHV DQG WKH ODFN RI ELJ H[LVWLQJ VWDNHV EHLQJ WKUHDWHQHG RU YHU\ FOHDU









 7KHUH ZDV DOVR D VHW RI VPDOO IDUPHUV· RUJDQL]DWLRQV WKDW RSSRVHG WKH GHDO
HVSHFLDOO\ LQ:DOORQLD 6RPHZKDW VXUSULVLQJO\ JLYHQ WKH DOOHJHG EHQHILWV WKH GHDO
ZRXOG EULQJ IRU WKH GDLU\ LQGXVWU\ WKH ODWWHU ZHUH RUJDQL]HG HVSHFLDOO\ VWURQJO\
DPRQJWKHGDLU\IDUPHUV
 
:KDWHYHU FRPPXQLFDWLRQ WKHUHZDV LQ WKH HDUO\ SKDVHV LWZDV ¶TXLHW· WKHUHZHUH





WR03V JDYH LQWHUYLHZV DSSHDUHG LQ SDUOLDPHQWDU\ KHDULQJV HW FHWHUD VRPH DOVR
SURWHVWHG















VRPH OHWWHUV DQGPHWZLWK FDELQHWV DQG DGPLQLVWUDWLRQV ZLWK VRPH03V EXW WKLV
UHPDLQHGOLPLWHG$OVRLQWHUPVRIDUJXPHQWVWKHLUUDWLRQDOFODVVLFDUJXPHQWVZHUH
RIWHQ QR PDWFK RI WKH 1*2V· VFDUHPRQJHULQJ UKHWRULF 7R LOOXVWUDWH KRZ SRRUO\
DUPHGWKH\ZHUHIRUWKLVNLQGRIFDPSDLJQLQJWKH\JDYHWKHH[DPSOHRIKRZDIWHU
WKH FULVLV RI 2FWREHU WKH\ WRRN YHU\ OLWWOH DFWLRQV WR LQIOXHQFH WKH RXWFRPH LQ WKH
(XURSHDQ SDUOLDPHQW ODWHU WKH\ KHDUG WKDW WKH 1*2V ZDJHG D YHU\ LQWHQVH










RSSRVLQJ 77,3 DQG HYHQWXDOO\ VXSSRUWHG WKH RSSRVLWLRQ $OWKRXJK WKH\ GLG QRW
UHDOO\ SDUWLFLSDWH GLUHFWO\ LQ WKH RSSRQHQWV·SXEOLF FDPSDLJQ WKH\ WRRN LVVXHZLWK
VRPH RI WKHLU SRVLWLRQV RQ VRFLDO FODXVHV VR WKH\ GLG QRW IXOO\ VXSSRUW WKHLU RSHQ









DQGWKDW LWZDVYHU\KDUGIRU WKHPWREHKHDUGWKURXJKWKLVFKDQQHO WKH\EHOLHYHG
WKHLUDUJXPHQWVZHUHQ·WFRQVLGHUHG¶H[FLWLQJ·HQRXJKWKH\¶GLGQ·WKDYHD7URMDQKRUVH·







$V ZDV VKRZQ LQ WKH SUHYLRXV PHFKDQLVP P\ UHDGLQJ RI WKH SUHVV DV ZHOO DV D




WKHLU DUJXPHQWV ZHUH HFKRHG RU ZHUH YHU\ VLPLODU WR ZKDW PDQ\ RI WKH 'XWFK





6HFRQGO\ DV ZDV DOVR GLVFXVVHG EHIRUH URXJKO\ WKH VDPH SDWWHUQ UHWXUQHG LQ WKH
SDUOLDPHQWV/RRNLQJDWWKHGHEDWHVLQWKH:DOORRQSDUOLDPHQWDVZDVVKRZQDERYH
WKHHPSOR\HUVZHUHSUHVHQWIDUOHVVDQGRQO\PXFKODWHU WKDQWKH1*2VZKLOHLQ
WKH )OHPLVK SDUOLDPHQW WKH SRVLWLRQLQJ RI WKH HPSOR\HUVZDV UHJXODUO\ UHIHUUHG WR
DQGFLWHGE\WKHSDUWLHVRIWKHPDMRULW\,WLVXQFOHDUWRZKDWH[WHQWWKH9%2RURWKHU
EXVLQHVV DFWRUVPHWZLWK03V $V , GLVFXVVHG DERYH WKH 9%2 )HGXVWULD DQG WKH
8&0DOO FODLPHG WRKDYHPHWZLWK03VEXW WKH\GLGQRW VKDUHPDQ\GHWDLOV7KH





ZLWK WKH 8:( RU WKH )(% RXWVLGH RI WKHLU DXGLWLRQV ,QWHUYLHZ  03 (FROR
:DOORQLD6LPLODUO\P\SDUOLDPHQWDU\FRQWDFWV IURPWKHIHGHUDO36*URHQ
QRUWKHVSDKDGEHHQLQWRXFKZLWKWKHP2QO\19$,GLGQRWVSHDNWRDQ\03V
IURP WKH &KULVWLDQ GHPRFUDWV FOHDUO\ LQGLFDWHG WKH\ KDG DOVR PHW ZLWK WKH
HPSOR\HUV ,W·VSRVVLEOH WKDWEXVLQHVVRQO\ VSRNH WRPRUHZLOOLQJHDUVEXWSHUKDSV
WKH\DOVRMXVWPHWZLWK03VDIWHU,LQWHUYLHZHGWKHPZKLFKZDVPRVWO\LQWKHVSULQJ
RI2IFRXUVH WKH\DOVRVHQWRXW WKHLU MRLQW OHWWHUDQGWKH8:(DQG9%2ZHUH
DOVRSUHVHQWLQWKHH[FHSWLRQDOSDUOLDPHQWDU\KHDULQJVRUJDQL]HGE\WKH%UXVVHOVDQG










ZKHQ FRPSDUHG WR WKH LQVWLWXWLRQDOL]HG ELWULSDUWLWH FRRUGLQDWLRQ RQ PDQ\ RWKHU
VRFLRHFRQRPLFLVVXHV6WLOOWKHUHLVUHJXODUDFFHVVWKH)2'(FRQRPLHKROGVUHJXODU
VHVVLRQVZLWKWKHVHFWRUVDQGWKHUHLVD\HDUO\FRQVXOWDWLRQE\WKHPLQLVWU\RIIRUHLJQ
DIIDLUV 7KH\ DUH DOVR FRQVXOWHG LQIRUPDOO\ E\ WKH YDULRXV JRYHUQPHQWV ZKLFK
VRPHWLPHVHYHQ OHDGV WR D FRQVXOWDWLRQRYHUORDG HVSHFLDOO\ IRU 60(V ,QWHUYLHZ 
9%2
+RZHYHUWKH)2'(FRQRPLHGLGQRWWU\WRLQYROYHWKHPYHU\LQWHQVLYHO\DWWKHWLPH
7KH9%2ZDV LQYROYHG LQ LWV VFRSLQJH[HUFLVHEXW WKHUHZDVQRV\VWHPDWLF UHJXODU
EULHILQJ RI WKH QHJRWLDWLRQV $V IDU DV P\ LQWHUYLHZHH NQHZ QRQH RI WKH RWKHU
IHGHUDWLRQV KDG VSHQW PXFK DWWHQWLRQ RQ &(7$ HLWKHU DOWKRXJK KH DVVXPHG WKDW
WKH\ KDG EHHQ FRQWDFWHG E\ WKH )2' (FRQRP\ LQ UHODWLRQ WR %HOJLXP·V VFRSLQJ
H[HUFLVH VRHYHU\RQHSUREDEO\ VHQW WKHP WKHLUGDWDRQ WKHRIIHQVLYHDQGGHIHQVLYH
LQWHUHVWV,QWHUYLHZ9%2
$V ZDV GLVFXVVHG LQ WKH VHFWLRQV RQ SRVLWLRQLQJ DQG PRQLWRULQJ PDQ\ VHFWRUV
LQGLFDWHGWKDWWKHLULQYROYHPHQWUHPDLQHGYHU\OLPLWHGILQDQFLDOVHUYLFHVFKHPLVWU\
DQG SKDUPDFHXWLFDOV JHQHUDO PDQXIDFWXULQJ WH[WLOHV FORWKLQJ DQG ZRRG DQG WKH
IRRG LQGXVWU\7DNHWKHH[DPSOHRI)HGXVWULD WKH\KDGKDGFRQWDFWVZLWK WKH)2'
(FRQRPLHWKURXJKWKH9%2EXWDOVRE\WKHPVHOYHVEXW&(7$ZDVQRWDSULRULW\VR
WKHVH OLQNV ZHUH QRW YHU\ LQWHQVLYH 2QO\ LQ FHUWDLQ QLFKHV WDSHVWULHV GLG WKH\
H[SOLFLWO\ LQGLFDWH WKDW ORZHUEDUULHUVZRXOGEHDJRRGWKLQJ2WKHU WKDQ WKLV WKHLU
PHPEHU ILUPVKDGQRWSURYLGHG WKH IHGHUDWLRQZLWK UHVSRQVHV WKH\ FRXOG UHOD\ WR
GHFLVLRQPDNHUV ,QWHUYLHZ  )HGXVWULD   7KH GRVVLHU ZDV OHIW WR WKHLU









)HGXVWULD IRU IROORZLQJ WKHVH GHDOV DQG PDNLQJ WKHP DZDUH RI SRWHQWLDO

















, DOVR KDYH HYLGHQFH WKDW WKHUH ZDV QR OREE\LQJ RQ VRPH RI &(7$·V PRUH




FRPSDQLHV· SRVLWLRQV 2QO\ ZKHQ WKH SDUOLDPHQWDU\ DXGLWLRQV VWDUWHG GLG VRPH
EXVLQHVV DFWRUV YRLFH VRPH ZRUULHV EXW WKH )2' GLG QRW KHDU PXFK IURP WKHP
GXULQJ WKH QHJRWLDWLRQV ,QWHUYLHZ  )2' (FRQRPLH   7KLV ZDV DOVR
FRQILUPHG E\ WKH )OHPLVK UHSUHVHQWDWLYH DW WKH WLPH ,QWHUYLHZ  )RUPHU 'L9 
WKHUHZDVQRLQWHUHVWZKDWVRHYHULQ,6'6IRUH[DPSOHQRRQHHYHUUHVSRQGHG
WR WKLV SDUW RI WKH TXHVWLRQQDLUHV WKH\ VHQW WR VWDNHKROGHUV +H EHOLHYHG WKLV ZDV
KDUGO\ VXUSULVLQJ VLQFH WKHUH ZHUH IHZ %HOJLDQ ILUPV WKDW HYHU PDGH XVH RI WKH
V\VWHP2QHRIWKHGUHGJHUVKDGOLWLJDWHGWKURXJK,6'6ZLWKD%HOJLDQ%,7EXWHYHQ
WKH\GLGQRWFRPHIRUZDUGZLWKDSRVLWLRQRQWKLVLVVXH
$JULFXOWXUH ZDV DJDLQ DQ H[FHSWLRQ )LUVW RI DOO WKH\ WRR HQMR\HG JRRG DFFHVV
JHQHUDOO\ $W WKH %HOJLDQ OHYHO WKH%RHUHQERQG KDG UHJXODU WZR WR WKUHH WLPHV D
\HDUFRQWDFWVZLWKWKHPLQLVWU\RIIRUHLJQDIIDLUV$WWKH)OHPLVKOHYHOWKH\H[HUWHG




WKLV ,QWHUYLHZ  %RHUHQERQG  7KH GHSDUWPHQW RI DJULFXOWXUH LWVHOI ZDV DOVR
H[SOLFLW DERXW DOZD\V EHLQJ LQ GHPDQG IRU PRUH LQSXW IURP WKH SURGXFHUV
WKHPVHOYHV 7KH\ DOVR LQGLFDWHG WKDW WKH\ KDGPHW UHJXODUO\ZLWK WKH%RHUHQERQG


EXW KDG KDG YHU\ OLWWOH FRQWDFW ZLWK )(9,$ ,QWHUYLHZ  $JULFXOWXUDO 'HSDUWPHQW
)ODQGHUV  +RZHYHU DOWKRXJK WKH %RHUHQERQG KHOG UHJXODU PHHWLQJV ZLWK




'(0( +RZHYHU DFFRUGLQJ WR P\ VRXUFHV IURP WKH )OHPLVK DGPLQLVWUDWLRQ ILUVW
FRQWDFWZDVQRWPDGHE\DQ\RIWKH%HOJLDQILUPVEXWE\WKHLU(XURSHDQIHGHUDWLRQ




,Q WKH ZRUN RI .HUVVFKRW  ZKLFK ZDV FRQGXFWHG DW WKH WLPH WKH &(7$
QHJRWLDWLRQV ZHUH VWLOO RQJRLQJ WKH %HOJLDQ ILQDQFLDO DQG SKDUPDFHXWLFDO VHFWRU
DVVRFLDWLRQV UHSRUW WKDW WKH\GLGQRWKDYHDQ\H[SHUWLVHRQWUDGHSROLF\6R LI WKHUH
ZDV DFWLYLW\ IURP WKHVH VHFWRUV LQ WKH QHJRWLDWLRQV LW PXVW KDYH FRPH IURP
LQGLYLGXDOILUPV+RZHYHUHYHQWKLVDSSHDUVGRXEWIXO7KHODFNRIOREE\LQJIURPWKH
FKHPLFDO DQG SKDUPDFHXWLFDO VHFWRU FDQ EH JOHDQHG IURP DQ LQWHUQDO UHSRUW RQ
%HOJLDQWUDGHLQWHUHVWVGUDIWHGE\WKH)2'(FRQRPLHLQZKHUHWKH)2'QRWLFHV
WKDW %HOJLDQ WUDGH LQ FKHPLFDOV ZLWK &DQDGD KDV WDNHQ D GLYH UHFHQWO\ZKLFK WKH
)2' VSHFXODWLYHO\ DWWULEXWHV WR D ODUJH PXOWLQDWLRQDO KDYLQJ DEDQGRQHG VRPH
DFWLYLWLHV LQ%HOJLXP 7RJHWKHU WKLV LQGLFDWHV WKDW WKHUHZHUH QR LQWHQVLYH FRQWDFWV
EHWZHHQWKHJRYHUQPHQWDQGHLWKHUWKHDVVRFLDWLRQVRUWKHODUJHSKDUPDFHXWLFDODQG
FKHPLFDOILUPVLQUHODWLRQWR&(7$
,Q WKH SROLWLFDO SKDVH LW KDV UHPDLQHG XQFOHDU WR PH WR ZKDW H[WHQW EXVLQHVV
UHSUHVHQWDWLYHV PHW ZLWK H[HFXWLYH DFWRUV +RZHYHU FRQVLGHULQJ WKH LVVXH·V
SROLWLFL]DWLRQ LQFRPELQDWLRQZLWK WKHSOHQWLIXODQGZHOFRPLQJDFFHVVSRLQWVRI WKH
%HOJLDQV\VWHPLWVHHPVKLJKO\XQOLNHO\WKDWWKHUHZHUHQRGLUHFWPHHWLQJVRIDWOHDVW
IHGHUDO DQG UHJLRQDO SHDN RUJDQL]DWLRQV 92.$8:(9%2ZLWK WKH OHYHOV WKH\
PRVW IRFXVHG RQ WKH PLQLVWHUSUHVLGHQWV WKH PLQLVWULHV RI IRUHLJQ DIIDLUV DQG
HFRQRPLFV DQG SHUKDSV DQ\ RWKHU PLQLVWHUV WKH\ ZHUH ZHOO QHWZRUNHG ZLWK
$UJXDEO\WKH%RHUHQERQGDQGWKH):$ZHUHDOVRUHFHLYHGQXPHURXVWLPHVE\WKHLU
XVXDO SRLQWV RI HQWU\ DQGZH FDQ DVVXPH WKDW WKHPRELOL]DWLRQ DOVR RSHQHG VRPH
GRRUV IRU WKH VPDOOHU IDUPHUV· JURXSV HVSHFLDOO\ WR WKHPLQLVWHULDO FDELQHWV RI WKH
FG+7RWKHH[WHQWWKDWWKHOHWWHUVHQWDURXQGE\WKH9%2DQG%RHUHQERQGFDQDOVR
EHFRQVLGHUHG¶LQVLGHOREE\LQJ·VLQFHLWZDVDOVRVHQWGLUHFWO\WRGHFLVLRQPDNHUVLW
VHHPV WR KDYH EHHQ KLJKO\ HIIHFWLYH DW OHDVW LQ )ODQGHUV ,W JRW UHIHUUHG WR E\
%RXUJHRLV RQ DW OHDVW IRXU GLIIHUHQW RFFDVLRQV LQ WKH SDUOLDPHQW WKLV LV IXUWKHU










OLVWV WKH DVVRFLDWLRQV JDYH WR WKH PLQLVWULHV ZHUH HLWKHU VKDOORZ RU DEVHQW HYHQ
WKRXJK WKHFLYLO VHUYLFHZDVFOHDUO\ LQGHPDQGIRU VXFK LQSXWIURPWKHVHFWRUVDQG













2Q WKH ¶RXWVLGH· EXVLQHVV ZDV VLGHOLQHG E\ FLYLO VRFLHW\ 7KH\ KDG QRW VHHQ WKH
FRQWHVWDWLRQFRPLQJDQGZHUHLOOSUHSDUHGIRUDSXEOLFGHEDWHRQWKHVHPDWWHUV7KH\
DJDLQ VWUXJJOHGZLWKGLIILFXOWLHV LQJHWWLQJ WKHLUPHPEHUV LQYROYHGZHDNHQLQJ WKH
UKHWRULFDO IRUFH RI WKHLU DUJXPHQWV ,Q :DOORQLD WKH\ ZHUH PRUHRYHU VWUXFN E\
LQWHUQDO GLYLVLRQV WKH PDLQ DJULFXOWXUDO IHGHUDWLRQ·V SRVLWLRQ ZDV FRQIXVLQJ DQG
FRQWUDGLFWRU\DQGDQXPEHURIIDUPHUV·JURXSVDVZHOODVWKH60(IHGHUDWLRQZHUH
RSSRVHG²UDSWXUHV WKDWZHUHDFWLYHO\XVHG LQ WKHGLVFRXUVHRI WKH&62V%XVLQHVV·






RI WKH GHDO IRUPXODWHG D SRVLWLRQ DQG JRW LQ WRXFK ZLWK SROLF\PDNHUV WR




JHW LQYROYHGZRXOGKDYHEHHQHDVLO\ DEOH WRJHW WKHLUSUHIHUHQFHV WDNHQXSE\ WKH
%HOJLDQ JRYHUQPHQW 2XU VFRSH FRQGLWLRQV IXUWKHU VWUHQJWKHQ WKLV H[SHFWDWLRQ













$V KDV EHHQ GHVFULEHG LQ WKH &62PHFKDQLVP DQG LQ WKH SUHFHGLQJ VHFWLRQV WKLV
FKDQJHG DIWHU  DQG EXVLQHVV ZDV SXVKHG LQWR WKH GHIHQVLYH  +RZHYHU WKH\
UHWDLQHG DFFHVV WR GHFLVLRQPDNHUV DFURVV WKH H[HFXWLYHV DQG WKHLU OHYHUDJH LQ
)ODQGHUV DQG DW WKH IHGHUDO OHYHO ZDV PDLQWDLQHG 0RUHRYHU ILUPV DQG WKHLU
UHSUHVHQWDWLYHVUHPDLQHGWKHIRUHPRVWYRLFHLQUHJDUGVWR%HOJLXP·VHFRQRPLFZHOO
EHLQJ%XVLQHVVZDVDOVRDLGHGE\WKHIDFWWKDWE\QRZWKHQHJRWLDWLRQVKDGDOUHDG\
EHHQ FRQFOXGHG UDLVLQJ WKH FRVWV RI UHQHJRWLDWLRQV ZKLOH WKH FRVWV RI RXWULJKW
UHMHFWLQJWKHGHDOZHUHLPPHQVH7KHLUVFRSHIRU¶QHJDWLYH·LQIOXHQFHLHIRUEORFNLQJ
WKH LQLWLDWLYHV FRPLQJ IURP WKH &62V ZDV WKHUHIRUH FRQVLGHUDEOH ,Q FRQWUDVW WKH
FKDQFHV RI VXFFHVV IRU WKH JURXSV SXVKLQJ QHZ GHPDQGV ZDV DUJXDEO\ ORZ
$OWKRXJK WKH FULWLFDO IDUPHUV· JURXSVZDJHGD VXFFHVVIXO FDPSDLJQ ODWFKLQJRQ WR





,Q FRQWUDVW WR WKH&62V DQG WR EXVLQHVV LQ WKH1HWKHUODQGV , KDYH FROOHFWHG IHZ
GLUHFWDFFRXQWVRIWKHLQIOXHQFHWKDWEXVLQHVVGLGRUGLGQ·WH[HUW0DQ\RIWKH&62V
DQG D IRUPHU FLYLO VHUYDQW VHHPHG WR EHOLHYH WKDW LQ JHQHUDO EXVLQHVV ZDV WKH
GULYLQJIRUFHEHKLQGWKH%HOJLDQSRVLWLRQVHVSHFLDOO\DWWKHIHGHUDOOHYHO,QWHUYLHZ
   ,QWHUYLHZ  $%99  ,QWHUYLHZ  $&9  ,QWHUYLHZ 





FRQVXOWHG DOVRHPSKDVL]HGKRZ OLPLWHG WKHLU FRQWULEXWLRQZDV ,Q DFFRUGDQFHZLWK
WKLVZHUH WKH IUXVWUDWLRQVRI WKH FLYLO VHUYDQWVGLVFXVVHG LQPRUHGHWDLO LQ WKHQH[W
PHFKDQLVP RYHU WKHLU GLIILFXOWLHV LQ JHWWLQJ EXVLQHVV LQYROYHG LQ WKH QHJRWLDWLRQV
DQGWKHLUODFNRIGHWDLOHGVHFWRUOHYHODQGILUPOHYHOGHPDQGV²IRUFLQJWKHPWRUHO\
RQ WKHLU RZQ VRPHZKDW VXSHUILFLDO DQDO\VHV LQVWHDG 7KHVH WZR YLHZV DUH
FRPSOHPHQWDU\EXVLQHVVPD\WHQGWRJHWZKDWLWZDQWVEXWPD\DWWKHVDPHWLPHEH
XQDEOHRUXQLQWHUHVWHGLQGHYHORSLQJDQ\UHTXHVWV
:KDWDERXW WKHWUDFHHYLGHQFH"%XVLQHVV· LQIOXHQFH LVPRVWYLVLEOH LVHDVLHVWQRW WR
IDOVLI\ LQ WKH FDVH RI DJULFXOWXUH DQG GUHGJLQJ ,Q DJULFXOWXUH WKHUH LV FOHDU
FRQJUXHQFHEHWZHHQWKHLUSUHIHUHQFHDQGWKH%HOJLDQSRVLWLRQRIIHQVLYHGHPDQGVLQ
GDLU\DQGYHJHWDEOHVGHIHQVLYHGHPDQGVLQSRUNDQGEHHI+RZHYHUWKLVPD\KDYH
DOVR EHHQ WKH UHVXOW RI VWDWH SUHIHUHQFHV DV , VKRZ LQ WKH QH[W VHFWLRQ DQG WKH
SURSRVLWLRQLVWKXVQRWYHU\XQLTXH,QUHJDUGVWRGUHGJLQJWKHFLYLOVHUYLFHH[SOLFLWO\
FODLPHG WKDW WKH GUHGJHUV· LQSXW ¶KHOSHG WKHP SURJUHVV UDSLGO\· LH LQIOXHQFHG WKH
SRVLWLRQ RI )ODQGHUV DQG WKXV %HOJLXP+RZHYHU DVZHZLOO VHH LQ WKH VHFWLRQ RQ


GHFLVLRQPDNHUV· LQWHUHVWV LW·V XQFOHDU LQZKDWZD\ RU WRZKDW H[WHQW WKH JHQHUDO




EXVLQHVV SRVLWLRQ RQ LQYHVWPHQW SURWHFWLRQ DQG ,6'6 LW VHHPV WKDW WKH 9%2 GLG
VXSSRUWWKHLQFOXVLRQRIWKHVHDVSHFWVGXULQJDVZHOODVDIWHUWKHQHJRWLDWLRQVZHUH
FRQFOXGHGEXWWKHUHDUHDOVRLQGLFDWLRQVGLVFXVVHGDERYHWKDWWKH\EDUHO\JDYHDQ\
FRQFUHWH LQSXW KHUH DQG ZHUH QRW LQWHUHVWHG LQ WKH VSHFLILFV 6D\LQJ WKH\ ZHUH
LQIOXHQWLDOKHUHWKXVIHHOVOLNHDVWUHWFK
2QDQXPEHURIRWKHULVVXHV ,KDYHERWKIDLOHGWR ILQG¶ILQJHUSULQWV· LQVXSSRUW IRU
EXVLQHVV OREE\LQJ DV ZHOO DV GLVFRQILUPLQJ HOHPHQWV ,Q  D QXPEHU RI
EXVLQHVV IHGHUDWLRQV VXSSRUWHG WKH LQFOXVLRQ RI ,6'6 LQ &(7$ DQG ODXGHG WKH
SRWHQWLDOV IRU PRGH  PLJUDWLRQ FXVWRPV VLPSOLILFDWLRQ WKH RSHQLQJ RI
SKDUPDFHXWLFDOPDUNHWV DQG WKH LQFOXVLRQ RI ,35 SURWHFWLRQV EXW WKHVH VWDWHPHQWV
DSSHDUHG DIWHU %HOJLXP KDG DOUHDG\ VHW LWV SRVLWLRQ DQG WKH RWKHU HYLGHQFH ,·YH
FROOHFWHG DQG SUHVHQWHG LQ WKH VHFWLRQ RQ EXVLQHVV SRVLWLRQLQJ DQG OREE\LQJ
VXJJHVWVWKDWWKHVHZHUHPRVWO\UHDVRQVEXVLQHVVZDVXVLQJWRGHIHQGWKHGHDOUDWKHU
WKDQ SURRI WKDW WKH\ DOVR SXVKHG IRU WKHVH LWHPV GXULQJ WKH QHJRWLDWLRQV ,Q RWKHU





EXW WKH)OHPLVKJRYHUQPHQWZDVDOUHDG\ LQ IDYRURI WKHDJUHHPHQW DQG WKHUHZDV
QRWPXFKVRFLHWDOPRELOL]DWLRQWKDWQHHGHGFRXQWHUSUHVVXUH,Q:DOORQLD0DJQHWWH
FODLPVWRKDYHEHHQYHU\DZDUHRIWKHULVLQJEXVLQHVVSUHVVXUHLQWKHIDOORIEXW






WR D VRXUFH IURP WKH IHGHUDO JRYHUQPHQW WKHVH ZHUH DOVR WDNHQ XS E\:DOORQLD·V
H[HFXWLYHOHYHOLQWKHODVWZHHNVRI2FWREHUHVSHFLDOO\E\FG+DQGHQGHGXSLQWKH
%HOJLDQQHJRWLDWLQJSRVLWLRQ,QWHUYLHZ)HGHUDO*RYHUQPHQW,W·VQRWZKROO\
FOHDUZKDW WKH VSHFLILFV RI WKLV SRVLWLRQZHUH EXW ORRNLQJ DW WKH UHPDUNVPDGH LQ
SDUOLDPHQWDQGE\0DJQHWWHLQKLVERRNDQGWKHHYDOXDWLRQVRIWKH&(7$GHDOWKH\
FHUWDLQO\LQFOXGHGDWWHPSWVWRLQFOXGH%HOJLDQ*,VFDOOVIRUDVDIHJXDUGPHFKDQLVP
DQG D GHPDQG IRU VWURQJHU DVVXUDQFHV RQ IRRG QRUPV DQG WKH SUHFDXWLRQDU\
SULQFLSOH7KLV LQGLFDWHVWKDW WKH IDUPHUVZDJHGDVXFFHVVIXOFDPSDLJQ)LQDOO\ WKH
8&0 ZDV LQIOXHQWLDO LQ WKH VHQVH WKDW LWV RSSRVLWLRQ ZDV ZLGHO\ XVHG LQ WKH
GLVFRXUVHRIRWKHURSSRQHQWVDQGWKHLQWHUHVWVRI60(VZHUHWDNHQXSE\:DOORQLD
LQ2FWREHU  DQG LQ WKH %HOJLDQ GHPDQGV IRU WKH LQWHUSUHWDWLYH GHFODUDWLRQ 6R





7KH EXVLQHVV PHFKDQLVPV SHUIRUPHG DOO RI WKH ¶UHTXLVLWH· VWHSV $OWKRXJK P\
HYLGHQFHLVDOZD\VORZRQFHUWDLQW\WKHUHDUHUHDVRQVZK\ZHPD\QRWILQGZKDWZH
VHHNEXVLQHVVOREE\LQJGRHVUHVLVWVIDOVLILFDWLRQRQDQXPEHURILVVXHV+RZHYHU,
FDQ DOVR GLVFRQILUP LW TXLWH VWURQJO\ RQ D QXPEHU RI RWKHU LVVXHV VHH SUHYLRXV
VHFWLRQ0RUHRYHUHYHQZKHUH,GRILQGVWURQJHUHYLGHQFHLQIDYRURIWKHOREE\LQJ
QDUUDWLYH WKHUH DUH UHDVRQV WR VXVSHFW WKDW DQ DOWHUQDWLYH WKHRU\ GHFLVLRQPDNHUV·
SUHIHUHQFHV ZRXOG EH DEOH WR GR D ILQH H[SODQDWRU\ MRE DV ZHOO 7KLV HYLGHQFH LV























































































































3ROLWLFLDQV DQG FLYLO VHUYDQWV H[SUHVVHG D SUHIHUHQFH IRU FHUWDLQ SRVLWLRQV GXULQJ
YDULRXV VWDJHV RI WKHGHDO ,ZLOO LQYHVWLJDWHZKDW WKHVHZHUHZKDW WKH VRXUFHV RI
WKHLUSUHIHUHQFHVZHUHDQGWRZKDWH[WHQWWKH\ZRUNHGWRWXUQWKHVHSUHIHUHQFHVLQWR
WKH %HOJLDQ SRVLWLRQ RQ YDULRXV IDFHWV RI &(7$ 2QH RI WKH FRPSOH[LWLHV RI WKH
%HOJLDQV\VWHPLQWKLVUHJDUGZDVWKDW WKHUHZHUHVHYHUDOJRYHUQPHQWVZRUNLQJRQ




2I FRXUVH LQSULQFLSOH DOOSRVLWLRQVRI%HOJLXPDUH HVVHQWLDOO\ WDNHQE\ WKHSROLF\
PDNHUV WKHPVHOYHVDQG WKHUHIRUH WR VRPHH[WHQWSRWHQWLDOO\ HYLGHQFHRI WKHLU RZQ
¶SUHIHUHQFH·7KHSRLQWRIWKLVPHFKDQLVPKRZHYHU LVWR LQYHVWLJDWHWRZKDWH[WHQW





,Q WKLV VHFWLRQ ,ZLOO DJDLQHYDOXDWH WKHH[LVWLQJ OLWHUDWXUHRQ%HOJLDQ WUDGHSROLWLFV
DQGRQ WUDGHSROLWLFVPRUH JHQHUDOO\ DVZHOO DV VRPHRWKHU DFDGHPLF RU HPSLULFDO
IRRWKROGVWKDWPD\KHOSPHIRUPXODWHDQH[SHFWDWLRQLQUHJDUGVWRWKHTXHVWLRQWKLV













H[SHUWLVHKHUH7KHUHIRUHGHYHORSLQJVSHFLDOSRVLWLRQVRU VSHQGLQJD ORWRI WLPHRQ
FDUYLQJRXWDVSHFLDOWUDGHIRFXVHGSURILOHZRXOGKDYHEHHQDQRGGPRYHIRUPRVW
SROLWLFLDQVFDUHHUZLVH&RQWUDU\WRWKH1HWKHUODQGVWKHUHZDVQRRXWVSRNHQOLEHUDO
SUHIHUHQFH LQ WKH SRSXODFH DQG SHUKDSV DW OHDVW LQ:DOORQLD D UHDVRQDEOH ELW RI
VNHSWLFLVP DERXW HFRQRPLF JOREDOL]DWLRQ 7KLV PHDQV WKDW ZH ZRXOG QRW KDYH





6HFRQGO\ WKH %HOJLDQ H[HFXWLYHV PD\ KDYH EHOLHYHG WKDW WKHUH ZHUH LPSRUWDQW
LQWHUHVWV DW VWDNH IRU %HOJLXP RU WKHLU UHJLRQ 7KH OLWHUDWXUH SRLQWHG QRWDEO\ DW
HFRQRPLF UHJXODWRU\ DQG IRUHLJQ SROLF\ LQWHUHVWV $V , GLVFXVVHG LQ WKH SUHYLRXV
PHFKDQLVP DJJUHJDWH HFRQRPLF JDLQV PXVW KDYH VHHQPRGHVW IRU %HOJLDQ SROLF\
PDNHUVEHFDXVH&DQDGDZDVRQO\DPLQRUGHVWLQDWLRQIRUWUDGHDQGLQYHVWPHQWHYHQ
PRUHVRIRU:DOORQLDZKLFKLQDJJUHJDWHWUDGHGDERXWKDOIRI)ODQGHUV·VKDUHHYHQ







DQG FRPPXQLWLHV ZKLFK DV ZH KDYH VHHQ KDG TXLWH GLIIHUHQW HFRQRPLFSROLWLFDO
ODQGVFDSHVSHUKDSVGULYLQJH[HFXWLYHVWRFOHDUO\GHOLQHDWHGSUHIHUHQFHVDERXWWKHLU
¶ORFDO· LQWHUHVWV +RZHYHU IHGHUDO DV ZHOO DV VXEQDWLRQDO JRYHUQPHQWV KDYH DOO
DOZD\V EHHQ FRDOLWLRQV DQG DOO WKHVH H[HFXWLYHV KDYH KDG WR FRPH WRJHWKHU WR
SURGXFH MRLQWSRVLWLRQV7KLVKLJKYHWRGHQVLW\VKRXOGOHDGXVWRH[SHFW%HOJLXPWR
HLWKHUDEVWDLQRUJLYHQLWV(XURSKLOHUHSXWDWLRQDQGWKHORZVDOLHQFHRIWUDGHIROORZ
WKH&RPPLVVLRQ -XGJLQJIURPWKH DOOHJHG ODFNRI%HOJLDQDEVWHQWLRQV LQ WKHSDVW
KRZHYHU LW PD\ DOVR EH WKDW )OHPLVK DQG :DOORRQ LQWHUHVWV KDYH EHHQ PRUH






PDQ\ SHRSOH ZHUH DFWXDOO\ VWXG\LQJ WKHVH GRVVLHUV SURGXFLQJ DQDO\VHV« " 7KH




EXWEHFDXVHRI WKH IUDJPHQWDWLRQRI FRPSHWHQFHV WRWDO UHVRXUFHVPD\EH OHVV WKDQ
WKHLUVXP$VLQJOHSHUVRQLQ)ODQGHUVDQGRQHLQ:DOORQLDVXSSRUWHGWRVRPHH[WHQW
E\WKHLUWUDGHDQGLQYHVWPHQWDJHQFLHVZRXOGKDYHQHHGHGWRIROORZWKHVHGRVVLHUV
RQ D GDLO\ EDVLV FRRUGLQDWLQJ ZLWK HDFK RWKHU DQG WKH IHGHUDO VWDII WR FRPH WR D









%HOJLXP·V SRVLWLRQ WR KDYH EHHQ QRQVSHFLILF DQG UHDFWLYH VXSSRUWLYH EXW IURP D
GLVWDQFH DQGRU LL ZH PD\ KDYH H[SHFWHG GHFLVLRQPDNHUV· SUHIHUHQFH WR EH
KHDYLO\ LQIOXHQFHG E\ SRVLWLRQV WKHLU H[HFXWLYH KDG SUHYLRXVO\ GHIHQGHG LH SDWK
GHSHQGHQF\RUZHPD\KDYHH[SHFWHGWKHPWREHVRIWWDUJHWVIRUVRFLHWDOGHPDQGV
LH¶H[SHUWLVH·
:KDW ZRXOG WKRVH ¶SDWK GHSHQGHQW· SUHIHUHQFHV KDYH ORRNHG OLNH" ,Q JHQHUDO ZH
ZRXOGKDYHH[SHFWHG)ODQGHUV WREHD OLWWOHPRUHRIIHQVLYHRQSULYDWH VHUYLFHVDQG
:DOORQLDDOLWWOHPRUHGHIHQVLYHLQJHQHUDOZKLOHERWKVKDUHGDVRPHZKDWGHIHQVLYH
SRVLWLRQ LQ DJULFXOWXUH DQG GHIHQVLYH SRVLWLRQV RQ SXEOLF VHUYLFHV DQG VHUYLFHV RI
JHQHUDO LQWHUHVW DVZHOODVPXWXDO VXSSRUW IRU WKH LQFOXVLRQRISURYLVLRQVRQ ODERU
DQGVXVWDLQDEOHGHYHORSPHQW:HDOVRVDZWKDWWKH%HOJLDQVWDWHKDGFRQFOXGHGDORW
RIYHU\EURDG%,7VZLWKYHU\¶OHQLHQW·LQYHVWRUVWDWHGLVSXWHVHWWOHPHQWDOWKRXJKLWV
PRGHOKDGEHHQUHIRUPHGVRPHZKDW WR DOVR LQFOXGHVRPH ODQJXDJHRQ VXVWDLQDEOH
GHYHORSPHQW:HPD\ WKHUHIRUH KDYH H[SHFWHG VXSSRUW IRU DQ LQYHVWPHQW FKDSWHU
WKDW LQFOXGHG ,6'6 0RUH JHQHUDOO\ ZH ZRXOG KDYH H[SHFWHG VXSSRUW IURP DOO
%HOJLDQ H[HFXWLYHV IRU DQ\ WUHDWLHV WKDW VHUYHG WKHLU H[SRUWRULHQWHG PHUFDQWLOLVP
DQGPRUHJHQHUDOO\IRUDQ\(8OHYHOWUHDWLHV1RWKLQJDERXW&DQDGDZRXOGKDYHOHG
XVWRH[SHFWWKLVWREHDQ\GLIIHUHQWIRU&(7$
)LQDOO\ D YDULHW\ RI QRUPDWLYH DQG LGHRORJLFDO FRQVLGHUDWLRQV PD\ KDYH SOD\HG D
UROH $JDLQ WKLV LV D SULRUL ODUJHO\ D NQRZQXQNQRZQ VLQFH WKHUH KDV EDUHO\ EHHQ
UHVHDUFKDERXWWKLV$VZDVSRLQWHGRXWLQWKHLQWURGXFWRU\FKDSWHUDQGLQWKH&62
PHFKDQLVP·VSULRUKRZHYHUZHFDQKHUHSRLQWWRZDUGVWKHVWURQJUHVLVWDQFHLQWKH
:DOORRQ VRFLDOLVW SDUWLHV· DJDLQVW RSHQLQJXSSXEOLF VHUYLFHV DQG WKH FURVVSDUW\
VXSSRUWIRULQFOXGLQJVRFLDODQGKXPDQULJKWVLQWKHWUDGHV\VWHP7KHUHYLHZRIWKH
H[HFXWLYHV· IRUHLJQ SROLFLHV DOVR SRLQWHG WRZDUGV WKH VLJQLILFDQFH RI SURPRWLQJ
)UHQFKFXOWXUHLQWKHLQWHUQDWLRQDOSROLFLHVRIWKH)UDQFRSKRQHFRPPXQLW\WKLVPD\







$V ZH VDZ LQ WKH SUHYLRXV PHFKDQLVPV GXULQJ WKH QHJRWLDWLRQV WKH OHHZD\ IRU
GHFLVLRQPDNHUVWRHQDFWWKHLUSUHIHUHQFHVZDVDUJXDEO\TXLWHELJHVSHFLDOO\LQPRUH
WHFKQLFDOFRPSOH[ RU QRQHFRQRPLF DVSHFWV RI WKH QHJRWLDWLRQV EHFDXVH EXVLQHVV
ZDVQRWLQYROYHGYHU\LQWHQVLYHO\ZKLOHWKHOHYHUDJHRIWKH&62VUHPDLQHGPRGHVW
7KLV QHRFRUSRUDWLVW DQG DFFHVVSRLQW ULGGHQ VWDWH ZDV JHQHUDOO\ ¶VRIW· KRZHYHU
OHDGLQJPHWRH[SHFWDELJSRWHQWLDOUROHLHRSHQQHVVWR¶TXLHWOREE\LQJ·LQWKHOHVV
SROLWLFL]HG HDUOLHU SKDVHV RI WKH QHJRWLDWLRQV $V ZH VDZ IURP  RQ SXEOLF
SUHVVXUHVWDUWHGLQFUHDVLQJEXWWKLVZDVIDUVWURQJHULQ:DOORQLDWKDQLQ)ODQGHUVRU
DW WKH IHGHUDO OHYHO $ SULRUL LW VHHPV YHU\ SODXVLEOH WKDW WKLV ZDV WKH VRXUFH RI
:DOORQLD·VDSSDUHQWSRVLWLRQVKLIWDIWHUHYHQWXDOO\OHDGLQJWRVRPHFKDQJHVLQ
WKH %HOJLDQ SRVLWLRQ DV ZHOO EHFDXVH LW VHHPV XQOLNHO\ WKDW :DOORRQ JRYHUQPHQW
ZRXOGKDYHKDGDVXGGHQ¶DXWRQRPRXV·FKDQJHRIKHDUWWKDWVXGGHQO\SXVKHGIRUD
UHMHFWLRQRI&(7$(YHQ LQZKHQSDUOLDPHQWDU\ DQGSXEOLF DWWHQWLRQZHUHDW






DEDQGRQ FHUWDLQ SRVLWLRQV LQ IDYRU RI PRUH IHDVLEOH RSWLRQV (VSHFLDOO\ LQ WKH
SROLWLFL]HGSKDVH%HOJLDQOHYHUDJHDQGWKXVWKHQXPEHURIYLDEOHSRVLWLRQVLWFRXOG
WDNH LH WKH H[WHQW WR ZKLFK SROLF\PDNHUV FRXOG WXUQ WKHLU SUHIHUHQFHV LQWR WKH
%HOJLDQSRVLWLRQZRXOGKDYHEHHQYHU\OLPLWHG
,QVXPPDU\
-XGJLQJ IURP WKH DERYH , EHOLHYH ZH FDQ H[SHFW WKDW SROLF\ PDNHUV· ZRXOG KDYH
SUHIHUUHG LQGHSHQGHQW IURP DQ\ GLUHFW VRFLHWDO LQSXW IRU %HOJLXP WR SURFODLP D




WKH (8·V SUHFDXWLRQDU\ SULQFLSOH +RZHYHU ZH ZRXOG KDYH H[SHFWHG WKH VWDWH WR
KDYH EHHQYHU\ ¶VRIW· LQ UHJDUGV WR LWV FRPPHUFLDO LQWHUHVWV \LHOGLQJ WR RU HDJHUO\






IURP WKLVSHUVSHFWLYH:KDW FRXOG WKH ¶DXWRQRPRXV·VRXUFHRI WKLVPRYHPHQWKDYH
EHHQ"7KHRQO\SODXVLEOHDQVZHUDJDLQMXGJLQJIURPZLWKLQWKLVPHFKDQLVPZRXOG







WKHDQDO\VLVWKDWIROORZV LQZKLFKWKHHPSLULFV IURPSUHYLRXVVWHSVRI WKLVDQGWKH
RWKHUPHFKDQLVPVLVDOVRWDNHQXS
 
7KH SUHVHQFH RI WKHVH YDULRXV VWHSV FDQ EH WHVWHG E\ ORRNLQJ IRU LQWHU DOLD WKH
IROORZLQJHYLGHQFH
6HTXHQFHHYLGHQFH %HOJLXP WDNLQJ D VWDQFH RQ LVVXHV EHIRUH UHFHLYLQJ DQ\ LQSXW
IURPVWDNHKROGHUVODFNRIFKDQJHRISROLF\PDNHUV·SRVLWLRQVHYHQDIWHUFRQWDFWZLWK
VWDNHKROGHUV
7UDFH HYLGHQFH DWWHPSWV RI SROLF\PDNHUV WR LQIOXHQFH SRVLWLRQVDFWLYLW\ RI
VWDNHKROGHUV SROLF\PDNHUV DUJXLQJ ZLWK VWDNHKROGHUV SROLF\PDNHUV· SHUIRUPLQJ
DQDO\VHV SROLF\PDNHUV GHEDWLQJ DPRQJVW WKHPVHOYHV DERXW DVSHFWV RI WKH )7$
SROLF\PDNHUV WDNLQJ D VWDQFHRQDVSHFWVRI WKH)7$ ORZ LQWHQVLW\RI FRQWDFWVZLWK
VWDNHKROGHUVODFNRIFKDQJHLQSRVLWLRQLQJRYHUWLPH
$FFRXQW HYLGHQFH SROLF\PDNHUVVWDNHKROGHUV DWWULEXWLQJ %HOJLXP·V SRVLWLRQ WR
SROLF\PDNHUV· RZQ DQDO\VHVLGHRORJ\« VWDNHKROGHUV FODLPLQJ WKH\ KDG OLWWOH
LQIOXHQFHDFFHVVLQSULYDWHFRQYHUVDWLRQDQLQWHUYLHZLQWKHSUHVVSXEOLFVWDWHPHQWV









%HOJLXP·V SUHYLRXV SRVLWLRQV" 'LG WKH\ KDYH VRPH SDUW\SROLWLFDO RU LGHRORJLFDO
IRXQGDWLRQVXQGHUSLQQLQJ WKHLUFKRLFH"1H[W WKH\ZRXOGQHHGWRGRVRPHNLQGRI
¶ZRUN· WR WXUQ WKLV SUHIHUHQFH LQWR WKH SRVLWLRQ LI WKHUH LV SUHVVXUH IURP H[WHUQDO










EHIRUH WKH SROLWLFL]DWLRQ RI &(7$77,3 WKDW VWDUWHG DURXQG  LH EHIRUH DQG
GXULQJWKHQHJRWLDWLRQVDQGDIWHU
 
$V ,GHPRQVWUDWHG LQ WKHSUHYLRXVPHFKDQLVPV WKHUHZDVYHU\ OLWWOHSXEOLFGHEDWH
DERXW &(7$ EHIRUH  7KLV DOVR PHDQV WKDW WKHUH ZHUH YHU\ IHZ SXEOLF
UHPDUNVE\SROLWLFLDQVRUWKHFLYLOVHUYLFHDERXWWKHQHJRWLDWLRQDQGWKHUHZDVOLWWOH
PHQWLRQRI&(7$LQSXEOLFGRFXPHQWVSDUOLDPHQWDU\GHEDWHVRUSXEOLFSROLF\QRWHV
$W WKH VXEIHGHUDO OHYHO WKH RQO\ H[FHSWLRQ ZDV :DOORQLD·V SUHYLRXV PLQLVWHU
SUHVLGHQW'HPRWWHZKRLQSUHVHQWHGDEULHIEXWSRVLWLYHDVVHVVPHQWRIWKHGHDO
WRKLVSDUOLDPHQWVHHEHORZ
7KLVPHDQVWKDW ,KDYHKDGWRGHSHQGKHDYLO\RQ LQWHUYLHZVZLWKWKHFLYLO VHUYDQWV
WKDWZRUNHGRQ WKHVH ILOHVDW WKH WLPH2QHEHQHILWVRI WKH%HOJLDQV\VWHP LV WKDW
VSHDNLQJ ZLWK WKH WKUHH PDLQ HQWLWLHV DOVR DOORZV IRU VRPH FURVVFKHFNLQJ :KDW
WKHVH LQWHUYLHZV PDGH FOHDU LV WKDW WKH )ODQGHUV DQG :DOORQLD KDG VRPHZKDW
GLYHUJLQJEXWQHYHULUUHFRQFLODEOHSRVLWLRQVRQYDULRXVDVSHFWVRIWKHDJUHHPHQW
)LUVW RI DOO WKHUH GR QRW VHHP WR KDYH EHHQ DQ\ GLYHUJHQFHV ZKHQ LW FDPH WR
RIIHQVLYH GHPDQGV DOWKRXJK WKHVH ZHUH PRVWO\ GULYHQ E\ )ODQGHUV )ODQGHUV
SULRULWL]HG LQ SDUWLFXODU WKH LQWHUHVWV RI WKHGUHGJLQJ VHFWRU E\ WU\LQJ WR HOLPLQDWH
&DQDGD·V SURWHFWLRQLVW &RDVWLQJ 7UDGH $FW DQG E\ SXVKLQJ IRU DQ RSHQLQJ RI
SURFXUHPHQWPDUNHWVDW&DQDGD·VIHGHUDODVZHOODVWKHSURYLQFLDOOHYHO ,QWHUYLHZ
)RUPHU'L9








ZLOOLQJ WR DFFHSW QHJDWLYH OLVWV LI WKLV ZDV WKH FRVW IRU VWURQJHU RSHQLQJ LQ
SURFXUHPHQWPDUNHWVDWWKHFHQWUDODQGSURYLQFLDOOHYHO ,QWHUYLHZ)2'(FRQRPLH

 , VSRNH WR WZR FLYLO VHUYDQWV IURP:DOORQLD VRPHRQHZRUNLQJ RQ&(7$ EHWZHHQ  DQRWKHU RQH
ZRUNLQJRQLWIRXUFLYLOVHUYDQWVLQ)ODQGHUVWRJHWKHUFRYHULQJDQGVRPHRQHWKDWKDGEHHQ







WKDW%HOJLXP IHOW OLNHSRUN DQGEHHIZHUH VHQVLWLYH EXW DOVRRIIHQVLYH VHFWRUV VHH ODWHU UHPDUNVE\%ORHPDQG
5H\QGHUV DERXW WKH754V EHLQJ QHJRWLDWHG KHUH EHLQJ ¶QRWGLVSURSRUWLRQDWH·&XULRXVO\ LQ KLV UHVSRQVH WR D
TXHVWLRQE\03YDQ%HVLHQLQ2FWREHURQHRIWKHPDMRUEHQHILWVRI&(7$WKDWZDVXQGHUOLQHGE\%RXUJHRLV





HDUO\RQ WKH\ LQGLFDWHG WKDW WKH\GLGQRW VXEVFULEH WR VXFKDQDSSURDFK WKDW WKH\
SUHIHUUHGWKHXVHRISRVLWLYHOLVWV7KH\EHOLHYHGWKLVFRXOGGHOLYHUWKHVDPHUHVXOWDV
DQHJDWLYHOLVWZKLOHEHLQJFOHDUHUDQGPRUHWUDQVSDUHQWDVZHOODVHDVLHUWRGHIHQG





WKH\ GHPDQGHG UHVHUYDWLRQV RQFH LW EHFDPH FOHDU WKDW WKH XVH RI D QHJDWLYH OLVW
EHFDPHXQDYRLGDEOHVHHQH[WVHFWLRQV7KHUHZDVDSDUWLFXODUZRUU\ LQUHODWLRQWR
SXEOLFVHUYLFHV'XULQJWKHQHJRWLDWLRQVWKH&RPPLVVLRQKDGSURSRVHGWRPRGLI\LWV
XVXDO ZD\ RI GHDOLQJ ZLWK SXEOLF VHUYLFHV SURSRVLQJ WR PRYH IURP D KRUL]RQWDO







ZDV YHU\ FOHDU DXGLRYLVXDO DQG FXOWXUDO VHUYLFHV KDG WR EH NHSW RXW RI WKH
QHJRWLDWLRQV$FFRUGLQJWRVRPHRIP\VRXUFHV)ODQGHUVZDVVRPHZKDWOHVVDQ[LRXV
WR EDU WDONV DOWRJHWKHU LW GLG QRW EHOLHYH WKHVH VHFWRUV VKRXOG EH NHSW RXW RI WKH
PDQGDWHDQGEHOLHYHGWKHUHZHUHRSWLRQV IRU LQFOXGLQJWKHPLQDQHJDWLYHOLVWDQG
DOVR VDZ VRPH RIIHQVLYH RSSRUWXQLWLHV LQ VRPH VXEVHFWRUV (VVHQWLDOO\ LWV FRUH
SRVLWLRQ ZDV VLPLODUO\ GHIHQVLYH WKRXJK WKH\ GLG QRW VXSSRUW OLEHUDOL]DWLRQ HYHQ





,Q  WKH &RPPLVVLRQ SURSRVHG WR LQFOXGH D FKDSWHU RQ LQYHVWPHQW LQFOXGLQJ
VHFWLRQVRQLQYHVWPHQWSURWHFWLRQDQGLQYHVWRUVWDWHGLVSXWHVHWWOHPHQW
7KLVFKDSWHUEHFDPHHVSHFLDOO\FRQWURYHUVLDODIWHUEXWWKHLQWUD%HOJLDQGHEDWH
DERXW LQYHVWPHQW SURWHFWLRQ GXULQJ WKH QHJRWLDWLRQV GLG QRW LQFOXGHPDQ\ RI WKH
HOHPHQWV WKDW ODWHU SRSSHG XS LQ WKH SROLWLFDO SKDVH WKHUH ZDV QR WDON RI
HPSRZHULQJPXOWLQDWLRQDOVRUHQGDQJHULQJGHPRFUDF\
7KH GHEDWH LQVWHDG FHQWHUHG DURXQG WKH LQFOXVLRQ RI ODERU DQG HQYLURQPHQWDO
FODXVHV)ODQGHUVGLGQRWKDYHDQ\SUREOHPZLWKLQFOXGLQJWKHLQYHVWPHQWFKDSWHULQ




WR WKDW LQ %HOJLXP·V %,7V IRU H[DPSOH WKDW WKH NLQGV RI H[SURSULDWLRQ FRYHUHG E\
WKHVH %,7V ZHUH DOVR LQFOXGHG LQ &(7$ ,QWHUYLHZ  )RUPHU 'L9   ,Q DQ


DQVZHU WR D SDUOLDPHQWDU\ TXHVWLRQ PLQLVWHU SUHVLGHQW %RXUJHRLV ODWHU
DFNQRZOHGJHG WKDW )ODQGHUV KDG QRW WDNHQ DQ\ VSHFLILF SRVLWLRQ RQ ,6'6 7KH
)UDQFRSKRQH VLGH ZDV DJDLQ PRUH UHOXFWDQW WKH\ IHOW VXFK SURYLVLRQV ZHUH









PRVW RI WKH LQWUD%HOJLDQ GHEDWHV$Q LVVXH WKDW ODWHU EHFDPH KLJKO\ FRQWURYHUVLDO
HVSHFLDOO\LQ:DOORQLDZDVFRPSOHWHO\PLVVLQJ*HRJUDSKLFDO,QGLFDWLRQV,WZDVWKH
UHJLRQDO DGPLQLVWUDWLRQV· WDVN WR IRUPXODWH GHPDQGV UHODWHG WR *HRJUDSKLFDO
,QGLFDWLRQV EXW QRQH RI WKHLU VHUYLFHV UDLVHG DQ\ VXFK GHPDQGV GXULQJ WKH
QHJRWLDWLRQVHYHQWKRXJKDVZHZLOOVHHWKHLVVXHZDVLQYHVWLJDWHGDWWKHWHFKQLFDO
OHYHO2QO\ LQ WKHVHFRQGSKDVHGLG WKLVEHFRPHDQLVVXH ,QWHUYLHZ '*(
,QWHUYLHZ)RUPHU'L9,QWHUYLHZ:%,
)LQDOO\DZRUGRQWKHUROHRIWKHIHGHUDOOHYHOLQWKLVHDUO\SURFHVV$FFRUGLQJWRP\
UHJLRQDO VRXUFHV '*( WKH GHSDUWPHQW ZLWKLQ IRUHLJQ DIIDLUV GHDOLQJ ZLWK WKHVH
LVVXHVZDVODUJHO\QHXWUDORQTXHVWLRQVRIVXEVWDQFHWKH\GLGQRWUHDOO\WDNHILUPV
SRVLWLRQV ZKHQ LW FDPH WR WKH LQWUD%HOJLDQ SRVLWLRQ DOWKRXJK WKH\ GLG RI FRXUVH
KDYHWRDJJUHJDWHWKH%HOJLDQSRVLWLRQDFURVVGRVVLHUVDQGUHSUHVHQW%HOJLXPLQWKH
73&7KHLUPDLQ FRQFHUQKHUHZDV%HOJLXP·VSRVLWLRQ LQ WKH&RXQFLO LH WU\LQJ WR
SUHYHQWLVRODWLRQDQGWKHLULQWUD%HOJLDQLQSXWZRXOGODUJHO\IRFXVRQRXWOLQLQJWKH
(8 SOD\LQJ ILHOG LQFOXGLQJ RFFDVLRQDO ZDUQLQJV WKDW VRPH SRVLWLRQV ZRXOG EH
FRQVLGHUHG OHVV DSSHWL]LQJ $W WKH SROLWLFDO OHYHO WKHUH ZHUH PRUH RXWVSRNHQ
SUHIHUHQFHV EXW HYHQ KHUH WKH SRVLWLRQ ZDV QRW UHDOO\ EXLOW DURXQG %HOJLXP·V




'L9   ,QWHUYLHZ :%,  6RXUFHV IURPKLV FDELQHW FRQILUP WKDW&(7$
ZDVYHU\ORZRQWKHOLVWRISROLWLFDOSULRULWLHVIRU5H\QGHUVZKRQHYHULQWHUYHQHGRQ
WKH ¶WHFKQLFDO PDWWHUV· EXW RQO\ ZKHQ WKH GHDO EHFDPH LQFUHDVLQJO\ SROLWLFL]HG
,QWHUYLHZ&DELQHW5H\QGHUV
7KLV EULQJV PH WR D ILQDO TXHVWLRQ IRU WKLV SKDVH ZKHUH WKHUH ZHUH IHZ SXEOLF
SRVLWLRQV LV ZKR ZDV OHDGLQJ WKLV SURFHVV WR ZKDW H[WHQW ZHUH SROLWLFLDQV
FRQWUROOLQJZKDW WKH ¶WHFKQLFDO· OHYHOZDVGRLQJ"$FFRUGLQJ WR DQ LQWHUYLHZZLWKD
WKHQFDELQHW RIILFLDO WKH %HOJLDQ SRVLWLRQRQ&(7$EHIRUH  EHIRUH DQGGXULQJ







DVZDV VKRZQDERYH WKDW WKHUHZHUH VRPH LPSRUWDQW H[FHSWLRQVUHODWHG WRSXEOLF
VHUYLFHV DQG QHJDWLYH OLVWLQJ DERXW ZKLFK WKHUH ZHUH PDQ\ GHEDWHV 2Q WKH
)UDQFRSKRQHVLGHWKHSRVLWLRQVLQWKHVHGHEDWHVZHUHDOOGHFLGHGRQE\WKHFDELQHWV
QRWFLYLOVHUYDQWV$VPHQWLRQHGDERYHWKHUHZDVDOVRDFWLYHVWHHULQJE\WKHIHGHUDO
PLQLVWHU EXW ODUJHO\ XQUHODWHG WR %HOJLXP·V GHIHQVLYH RU RIIHQVLYH LQWHUHVWV
,QWHUYLHZ)RUPHU'L9,QWHUYLHZVZLWKWKH)UDQFRSKRQHDGPLQLVWUDWLRQ
UDWKHUFRQILUPWKH ODWWHUSLFWXUH(YHQDW WKHVWDUWRI WKHQHJRWLDWLRQVZLWK&DQDGD
WKHUHKDGEHHQSROLWLFDODWWHQWLRQEHFDXVHLWZDVDQXQSUHFHGHQWHGDQGIDUUHDFKLQJ
DJUHHPHQW 7KH LQWHUQDWLRQDO FHOOV RI WKH FDELQHWV RI 'HPRWWH IRUHLJQ DIIDLUV




GDQV OD SKDVH ILQDOHGRQF OD :DOORQLHQ










E\ KHU FKLHI PLQLVWHU RI IRUHLJQ DIIDLUV 5H\QGHUV WKURXJKRXW WKH IHGHUDO
SDUOLDPHQWDU\GHEDWHV
L 6KHDUJXHG&(7$ZDV ¶DQ H[WUHPHO\ DPELWLRXV DJUHHPHQW· LW VRXJKW WR VWUHQJWKHQ
WKHHFRQRPLFWLHVZLWKDFRXQWU\WKDWVKDUHGWKHVDPHYDOXHVDVWKH(8WKDWZDVDQ
LPSRUWDQW PDUNHW DQG DQ LPSRUWDQW VRXUFH DQG GHVWLQDWLRQ IRU LQYHVWPHQW 7KH
GHDO·V SXUSRVH ZDV WR LQFUHDVH JURZWK DQG HPSOR\PHQW ¶LQ D WLPH RI HFRQRPLF
XQFHUWDLQW\·&LWLQJ WKH&RPPLVVLRQ·VSURMHFWLRQV VKHFODLPHGWKDW WKH)7$ZRXOG
DGGEQHXURVWRWKH(8·V*'3DQQXDOO\6KHSUDLVHGWKHORZHULQJRIWDULIIVDQGWKH
RSHQLQJRISURFXUHPHQWPDUNHWVDOVRDWWKHSURYLQFLDOOHYHORIIHULQJEHWWHUPDUNHW
DFFHVV WKDQ 1$)7$ DV ZHOO DV WKH QHZ SRVVLELOLWLHV IRU WHPSRUDU\ HFRQRPLF
PLJUDWLRQ UHODWHG VHUYLFHV WUDGH IRU HQJLQHHUV DUFKLWHFWV « WKH LQFUHDVH LQ
LQWHOOHFWXDO SURSHUW\ ULJKW SURWHFWLRQV DOVR IRU SKDUPDFHXWLFDOV DQG IRRG DQG
DJULFXOWXUH DQG WKH ORZHULQJ RI DGPLQLVWUDWLYH FRVWV E\ UHFRJQL]LQJ FRQIRUPLW\
WHVWV
LL )RU %HOJLXP VSHFLILFDOO\ VKH ZDV SOHDVHG ZLWK WKH RSSRUWXQLWLHV IRU SXEOLF
WUDQVSRUWZLWKWKHVWUHQJWKHQLQJRILQWHOOHFWXDOSURSHUW\ULJKWVIRUSKDUPDFHXWLFDOV
DQG WKH ¶XQSUHFHGHQWHG·RSHQLQJRISURFXUHPHQWPDUNHWV7KHPDLQWHQDQFHRI WKH
UHVHUYDWLRQ RQ SXEOLF VHUYLFHV DQG WKH LQFOXVLRQ RI DQ DPELWLRXV FKDSWHU RQ
VXVWDLQDEOHGHYHORSPHQWZHUHDOVRDFFRPSOLVKHG,QDJULFXOWXUH%HOJLXPZDVKDSS\
ZLWK WKH ORZHULQJRI WDULIIVRQEXWWHUSRUNDQGFKHHVH VKHDUJXHG WKDW&(7$ZDV
¶SURRI WKDW D FRPPHUFLDO GHDO FDQ EH FRQFOXGHGZLWKRXW DQ\SDUW\ KDYLQJ WR VDFULILFH WKHLU
LQWHUHVWV LQ WKLV GRPDLQ· WKH LQFUHDVHG LPSRUWV IRU EHHI DQG SRUN ZHUH ¶QRW









LY 2Q WUDQVSDUHQF\ WKH &RPPLVVLRQ KDG EHHQ WUDQVSDUHQW HQRXJK DOO WKH
GRFXPHQWVKDG EHHQSXEOLVKHG DQG WKH1*2VKDG EHHQDEOH WRPDNH WKHPVHOYHV
KHDUG
Y)LQDOO\VKHHVWLPDWHGWKDWWKHURRPIRUPDQRHXYHUVWLOOUHPDLQLQJZDVH[WUHPHO\
OLPLWHG DQG WKDW WKH QHJRWLDWLRQV ZLWK &(7$ FRXOG EH VHHQ DV D WHVW RI WKH (8·V
FDSDFLW\WRFRQFOXGHGHDOV)DLOLQJKHUHFRXOGVHYHUHO\KDPSHUWKH(8·VSRWHQWLDOWR
FORVHIXWXUH)7$V6RXUFH&5,&1
%ORHPODWHU FRPPHQWHG WKDW VKHKDGKHUGRXEWVDERXW WKHGHEDWHVEHLQJZDJHGLQ
WKH SDUOLDPHQWV 7KH DQVZHUV VKH JDYH WR WKH 03V· TXHVWLRQV GLG QRW VHHP WR
VLQFHUHO\ LQWHUHVW WKHP DOO WKDW PXFK VKH EHOLHYHG WKH 03V ZHUH DIUDLG ODFNHG
FRQILGHQFH LQ WKH LQVWLWXWLRQVDQGGLGQRWFRPSUHKHQG WKH FRPSOH[ VXEMHFWPDWWHU
,QWHUYLHZ '*( $JDLQ , WDNH WKLV DV HYLGHQFH WKDW WKH IHGHUDO OHYHOZDV
ZRUNLQJKDUGWRJHW&(7$UDWLILHG
7KHUHJLRQDODGPLQLVWUDWLRQVZHUH IDU OHVVYLVLEOH WKH\GLGQRW VSHDNDWKHDULQJV
QRU GLG WKH\ FRPH IRUZDUG LQ WKH SUHVV 7KH RQO\ H[FHSWLRQ ZDV WKH KHDG RI
:DOORQLD·VH[SRUWDQGLQYHVWPHQWDJHQF\$:(;3DVFDO'HOFRPLQHWWHZKRWRRND
SXEOLFSRVLWLRQLQIDYRURI&(7$,QDQLQWHUYLHZZLWKO·(FKRSXEOLVKHGRQ2FWREHU
  VKH VWDWHG WKDW VKH WKRXJKW EORFNLQJ &(7$ ZRXOG EH D PLVWDNH LW ZDV
SROLWLFLDQV·WDVNWRORRNDWWKHJHQHUDOVRFLHWDOHIIHFWVRISROLF\EXWKHUVWRJXDUGWKH
FRPPHUFLDOSHUVSHFWLYHDQGVKHEHOLHYHGWKDW:DOORRQILUPVKDGDFRPPHUFLDOVWDNH
DW WKH IXUWKHU RSHQLQJ RI WKH&DQDGLDQPDUNHW$FFRUGLQJ WR KHU WKLVPDUNHWZDV
DOUHDG\ LPSRUWDQW IRU SKDUPDFHXWLFDOV DQG PLOLWDU\ H[SRUWV EXW VWLOO KHOG PRUH
SURPLVHV IRU RWKHU VHFWRUV DQG LQ SXEOLF SURFXUHPHQW 6KH VWDWHG WKDW VKHZDV LQ
IDYRU RI OLIWLQJ WUDGH EDUULHUV ZLWK &DQDGD DQG RI IUHHWUDGH LQ JHQHUDO DQG WKDW





$W WKH IHGHUDO OHYHO WKLV WDVNZDV LQ WKHKDQGVRIPLQLVWHU5H\QGHUV ,QKLV EULHI
GLVFXVVLRQRI&(7$LQWKH)HGHUDO&RXQFLORQ6XVWDLQDEOH'HYHORSPHQW)5'2LQ
)HEUXDU\  KH SUDLVHG WKH UHVXOW RI WKH QHJRWLDWLRQV RQ FRPPHUFLDO JURXQGV
HFKRLQJ%ORHP·VUHPDUNV,QUHVSRQVHWRTXHVWLRQVDERXW,6'6IURPFLYLOVRFLHW\KH








LVVXHV WKDWKDGDOUHDG\EHHQDJUHHGXSRQ DOWKRXJKWKHUHZDVURRPIRU ¶WHFKQLFDO·
PRGLILFDWLRQV +H UHPDLQHG D VWDXQFK GHIHQGHU RI &(7$ WKURXJKRXW 
UHSHDWLQJ YDULDWLRQV RI WKHVH DUJXPHQWV GXULQJ WKH SDUOLDPHQWDU\ GHEDWHV
RFFDVLRQDOO\DOVRLQWKHSUHVV
,Q)ODQGHUV WKH ILUVWSROLWLFDOUHVSRQVHWR&(7$FDPHRQ-DQXDU\E\WKHQ
PLQLVWHUSUHVLGHQW 3HHWHUV +H SUDLVHG WKH GHDO EHFDXVH LW RIIHUHG ¶PDQ\
RSSRUWXQLWLHV·RQDQHZPDUNHW7KHIOLSVLGHRIWKLVFRLQZDVLQFUHDVHGFRPSHWLWLRQ
EXW (XURSH·V JHRJUDSKLFDO LQGLFDWLRQV ZRXOG EH SURWHFWHG DQG WKH LPSRUW RI
KRUPRQHWUHDWHGEHHIDQGSRUNZRXOGQRWEHDOORZHG&²%8,
+LVVXFFHVVRU%RXUJHRLVJDYHDVLPLODUO\SRVLWLYHDSSUDLVDOLQ2FWREHUZKHQ
KH GHIHQGHG WKH LQFOXVLRQ RI ,6'6 DQG WKH JHQHUDO LPSRUWDQFH RI WKH GHDO DQG
WKURXJKRXWWKHSDUOLDPHQWDU\GHEDWHVWKDWIROORZHGLQDQGHVSHFLDOO\+LV
DUJXPHQWV FDQ EH VXPPDUL]HG DV IROORZV L )ODQGHUV LV ZKROO\ GHSHQGHQW RQ
H[SRUWVIXUWKHUERRVWLQJRSHQQHVVZLOOEHQHILWWKH)OHPLVKHFRQRP\FORVLQJRIIPD\
FULSSOHLWLL&(7$DQG77,3ZRXOGKHOSJXDUGWKH(8DJDLQVWXQIDLUFRPSHWLWLRQ





VSUHDGLQJ GLVLQIRUPDWLRQ RI RSSRUWXQLVWLFDOO\ VZLWFKLQJ WKHLU FULWLFLVP WR QHZ
DVSHFWVRIWKHGHDOZKHQWKHLURWKHUDUJXPHQWVJRWGHEXQNHGPRYLQJIURPKRUPRQH




VXSSRUW IRU WKH PRGLILFDWLRQV %HOJLXP ZDV WKHQ UHTXHVWLQJ RI WKH LQWHUSUHWDWLYH
GHFODUDWLRQDOWKRXJKKHHPSKDVL]HGWKDWWKLVLQQRZD\HQWDLOHGDUHQHJRWLDWLRQRI
WKHGHDOLWZDVPHUHO\DFODULILFDWLRQRIZKDWZDVDOUHDG\LQWKHUH&
7KURXJKRXW WKHVH KHDULQJV KH UHSHDWHGO\ UHIHUUHG WR DQG FLWHG IURP OHWWHUV VHQW
DURXQG E\ EXVLQHVV IRU H[DPSOH WKHLU FODLP WKDW &(7$ LQFOXGHG WKH KLJKHVW
VWDQGDUGVRQVXVWDLQDEOHGHYHORSPHQWRIDQ\)7$
2Q,6'6DQG,&6KLVSRVLWLRQZDVDVRPHZKDWFRQIXVLQJRQH ,Q-DQXDU\ LQ




WKLQJ 7KH SRVLWLRQ RI )ODQGHUV KRZHYHU ZDV WKDW ¶DIWHU DQDO\]LQJ WKH ,6'6 WH[W
LQFOXGHGLQ&(7$·WKH\EHOLHYHGWKDWLWRIIHUHGHQRXJKJXDUDQWHHVIRUDIDLUWULDODQG
WKDW LWZDVEHWWHU WKDQV\VWHPV LQFOXGHG LQROGHU)7$V ¶,6'6DVZHPD\FDOO LW
RIIHUVPRUHWUDQVSDUHQF\DQGOHJDOFHUWDLQW\·+HDUJXHGWKDWLWZDVQRWSRVVLEOHWRWDNHLW
RXWRI WKH LQYHVWPHQWFKDSWHUZLWKRXWPDNLQJ WKHHQWLUH FKDSWHU ¶XQZRUNDEOH· DQG
QHFHVVLWDWLQJ UHQHJRWLDWLRQV &  ,Q0D\  KRZHYHU KH FODLPHG















ZRXOG DOORZ WKHP WR GHPDQG PRUH IURP &DQDGD WKDQ ¶1$)7$SDULW\· RQ RWKHU
LVVXHVVXFKDVWKHLQFOXVLRQRIWKHSURYLQFHVLQ&DQDGD·VFRPPLWPHQWV7KHLWHPKH
VSHQWPRVWWLPHRQLQKLVDOOLQDOOEULHIUHSO\KRZHYHUZDVWKHPXWXDOUHFRJQLWLRQ
RI GHJUHHV DQG TXDOLILFDWLRQV DQG WKH LQFUHDVHG SRVVLELOLWLHV IRU ZRUNUHODWHG
PLJUDWLRQ WKDW DGHDOZRXOGSURYLGH &5,&1  6RPHZKDW
ODWHU LQ UHVSRQVH WR D TXHVWLRQ E\ DQ 03 IURP WKH 05 'HPRWWH UHSOLHG WKDW
FUHDWLQJ WKHLU QHJDWLYH OLVW KDG EHHQ D KXPRQJRXV ODERU EXW WKDW WKH\ FRXOG QRZ
IRFXV RQ RQ VWUHQJWKHQLQJ WKHPXWXDOUHFRJQLWLRQ FKDSWHU LQ WKH DJUHHPHQW  WKH\
ZHUHZRUNLQJRQ DSLFWXUH RI WKH FRPPHUFLDO LQWHUHVWV DW VWDNH WKHUH IRU:DOORQLD
WU\LQJ WR ILJXUH RXW ZKLFK VHFWRUV· PDUNHW DFFHVV ZDV EHLQJ KLQGHUHG E\ QRQ





LQ WKH QH[W VHFWLRQ YHU\ FULWLFDO UHPDUNV UHODWHG WR WKH )7$VZHUH WDNHQXS LQ WKH






36 DQG FG+ LQFOXGH FULWLFDO ODQJXDJH LQ SDUOLDPHQW·V UHVROXWLRQ $FFRUGLQJ WR
YDULRXV VRXUFHV FG+ IRFXVHG HVSHFLDOO\ RQ WKH LQWHUHVWV RI IDUPHUV ,QWHUYLHZ 
)HGHUDO *RYHUQPHQW  +RZHYHU LW VHHPV WKDW DOUHDG\ LQ  :DOORQLD·V






















,Q RUGHU WR LQYHVWLJDWH WR ZKDW H[WHQW WKH SRVLWLRQV GHVFULEHG DERYH ZHUH
DXWRQRPRXV IURP LPPHGLDWH VRFLHWDO SUHVVXUH , ZLOO QRZ GHOYH GHHSHU LQWR WKH
VRXUFHVRIWKHVHSUHIHUHQFHV7KHJRDOLVWREHWWHUXQGHUVWDQGWKHSRVLWLRQIRUPDWLRQ
SURFHVV DQG WR EHWWHU FRQWURO IRU WKH LQIOXHQFHRI FLYLO VRFLHW\ DQGEXVLQHVV LQ WKLV
SURFHVV
7R LQYHVWLJDWH WKLV , KDYH DJDLQ FRPELQHG LQWHUYLHZVZLWKZKDWHYHU GRFXPHQWV ,
FRXOGJHWP\KDQGVRQ7KLVLQFOXGHGLWKHSROLF\GRFXPHQWVWKDWZHUHGUDIWHGE\
WKH YDULRXVJRYHUQPHQWV EHIRUH DIWHU DQGGXULQJ WKH FRQFOXVLRQ RI&(7$ LQ 
7KHVH RXWOLQHG WKH JRYHUQPHQWV· YLHZV RQ )7$V LQ JHQHUDO DQG DOORZ PH WR
GHPRQVWUDWH VRPH ¶VWLFNLQHVV· LQ WKHLUSRVLWLRQLQJ LLDQDO\VHV WKDWZHUHSURGXFHG
VSHFLILFDOO\ IRU &(7$ 7KHVH ZHUH GRFXPHQWV PHDQW IRU LQWHUQDO XVDJH WKDW ,








FRPPRQ FRPPHUFLDO SROLF\ ,W DOVR GLVFXVVHG KRZ WKHVH ODWWHU JRDOV FRXOG EH
DWWDLQHG0DQ\RI WKHVH LQWHUHVWV UHWXUQHG LQ WKH&(7$QHJRWLDWLRQVZKLFK VWDUWHG
QRWORQJDIWHUWKLVGRFXPHQWZDVDFFHSWHG
7KHDQDO\VLVRI WKH)OHPLVKVWDNH LQ(873ZDVSXWH[SOLFLWO\ LQ WHUPVRIRIIHQVLYH
DQGGHIHQVLYH LQWHUHVWV )ODQGHUV· RIIHQVLYH LQWHUHVWVZHUH VLWXDWHG LQ VHUYLFHVDQG
LQGXVWULDOH[SRUWVDVZHOODVIXUWKHUOLEHUDOL]DWLRQLQDUHDVUHODWHGWRWKH¶6LQJDSRUH
LVVXHV·2Q WKH RWKHUKDQGDJULFXOWXUHDVZHOODVDXGLRYLVXDOFXOWXUDO HGXFDWLRQDO
DQGKHDOWKUHODWHGVHUYLFHVZHUH¶FOHDUGHIHQVLYH·LQWHUHVWV
7KHGRFXPHQWOLVWHGWHQSROLF\JRDOV
L ,PSURYLQJ PDUNHW DFFHVV IRU DJULFXOWXUDO JRRGV LL 7KH IXUWKHU ORZHULQJUHPRYDO RI
WDULIIV RQ LQGXVWULDO JRRGV DQG WKH LPSURYHPHQWRI QRQDJULFXOWXUDOPDUNHW DFFHVV LLL D
VWURQJ¶GRRUJHGUHYHQ·OLEHUDOL]DWLRQRIWUDGHLQVHUYLFHVLQH[WUD(8PDUNHWVSDUWLFXODUO\
EXVLQHVV VHUYLFHV ILQDQFLDO VHUYLFHV WHOHFRPPXQLFDWLRQ FRQVWUXFWLRQ VHUYLFHV GUHGJLQJ
GLVWULEXWLRQWUDQVSRUWDQGORJLVWLFDOVHUYLFHVHQYLURQPHQWDOVHUYLFHVWRXULVPDQGUHFUHDWLRQ
LY7KHHOLPLQDWLRQRIDOOVRUWVRI¶QHZJHQHUDWLRQ·WUDGHEDUULHUV1%7V7%7V636HWFLQ





VHFWRUV LH DXGLRYLVXDO FXOWXUDO HGXFDWLRQDO DQG KHDOWKUHODWHG VHUYLFHV WKDW QHHG
DSSURSULDWHSURWHFWLRQYL7KHDQFKRULQJRIWKHFRQYHQWLRQRQWKHSURWHFWLRQDQGSURPRWLRQ
RI FXOWXUDOGLYHUVLW\ 81(6&2 LQ LQWHUQDWLRQDO WUDGH ODZ YLL LQFUHDVLQJ WKHDFFHVVRI
KLJKO\TXDOLILHGVWDIIIURPWKLUGFRXQWULHVWRWKH(8·VVHUYLFHVPDUNHWVYLLL7KHSRVVLELOLW\
WR XVH WUDGH DV D WRRO DW WKH VHUYLFH RI HFRQRPLF DQG VRFLDO GHYHORSPHQW RI GHYHORSLQJ
FRXQWULHV L[ VSHFLDO DQG GLIIHUHQWLDWHG WUHDWPHQW RI GHYHORSLQJ FRXQWULHV DQG LQ
SDUWLFXODU /'&V [ WKH HOLPLQDWLRQ RI EDUULHUV WR )OHPLVK LQYHVWPHQW LQ H[WUD(8
PDUNHWV·
,W IXUWKHUVXSSRUWHGQHZELODWHUDOQHJRWLDWLRQVDOWKRXJKSUHIHUULQJWKHPXOWLODWHUDO
OHYHO HPSKDVL]HG WKDW WUDGH DJUHHPHQWV VKRXOGSULPDULO\ EHRULHQWHG WRZDUGV WKH
ILJKWDJDLQVWSRYHUW\DQGIRUD MXVWGLVWULEXWLRQRIWKHEHQHILWVRIJOREDOL]DWLRQDQG
VXSSRUWHG WKH DGGLWLRQ RI D FKDSWHU RQ VXVWDLQDEOHGHYHORSPHQW RQ IXQGDPHQWDO
ODERU ULJKWV DQG HQYLURQPHQWDO QRUPV :KHQ IXUWKHU RSHQLQJ LQGXVWULDO PDUNHWV
HVSHFLDO DWWHQWLRQ VKRXOG EH SDLG WR WKH QHHGV RI 60(V ,W ¶DFFHSWHG· WKDW VHQVLWLYH
VHFWRUVFDQQRWEHH[FOXGHGDOWRJHWKHU¶DSULRUL·EXWVKRXOGEHFORVHO\VFUXWLQL]HG
7KH QRWH DOVR VXSSRUWHG WKH DWWDLQPHQW RI UHVXOWV LQ WKH GRPDLQV RI LQWHOOHFWXDO









OLWWOH RYHU WLPH ,QWHUYLHZ  'L9  ,QWHUYLHZ  )RUPHU 'L9  )XUWKHU
SURRI IRU WKLV FODLP LV RIIHUHG E\ DQ DQDO\VLV RI WKH ¶SROLF\ VWDWHPHQWV· WKDW WKH
PLQLVWHUV RI IRUHLJQ DIIDLUV KDYH SXW RXW ,Q  ODUJHO\ WKH VDPH DQDO\VLV LV
UHSURGXFHG LQ WKH IRUHLJQSROLF\QRWHRIPLQLVWHUSUHVLGHQW3HHWHUV DQGDJDLQE\




WR WKDW RI WKH )OHPLVK GRFXPHQW IURP  ,QWHUYLHZ :%,  %XW KHUH WRR
JRYHUQPHQWGHFODUDWLRQVDQG IRUHLJQSROLF\QRWHVVSHQG WLPHGLVFXVVLQJ WUDGHDQG
LQYHVWPHQWLVVXHV
,Q WKH  JRYHUQPHQW GHFODUDWLRQ WKH GHIHQVH RI D ¶MXVW KXPDQH DQG VXVWDLQDEOH·










SRXU VRQ SURSUH GpYHORSSHPHQW· S  . 7KH GRFXPHQW HPSKDVL]HG WKH
HFRQRPLFSURPRWLRQDO LPSRUWDQFHRIFXOWXUDODQGDXGLRYLVXDOVHUYLFHVDQGWKHUH
LV DOVR D SOHD IRU VRFLDOHQYLURQPHQWDO FODXVHV DQGPHFKDQLVPV WR FKHFN IRU WKHLU
LPSOHPHQWDWLRQ´WKH JRYHUQPHQW SOHDGV IRU WKH SURPRWLRQ LQ DQ ¶LQFHQWLYL]LQJ SRVLWLYH
DQG QRQSURWHFWLRQLVW· SHUVSHFWLYH RI VRFLDO DQG HQYLURQPHQWDO GLPHQVLRQ LQ LQWHUQDWLRQDO
WUDGH WKURXJK WKH XVH RI IRU WUDGH UHVWULFWLQJ PHDVXUHV >«@ S  %RWK GRFXPHQWV
KHDYLO\HPSKDVL]HGHYHORSPHQWIULHQGO\SRVLWLRQVDQGWKHJRYHUQPHQWGHFODUDWLRQ
DOVRLQFOXGHGDGHIHQVLYHDJULFXOWXUDOSRVLWLRQV$OWKRXJKWKHUHLVDOLVWRI¶SROHVRI
FRPSHWLWLRQ· WKHUH LV IDU OHVV DWWHQWLRQ IRU VSHFLILFRIIHQVLYH LQWHUHVWV WKDQ LQ WKH
)OHPLVKGRFXPHQWV
&RPSDUHG WR )ODQGHUV WKH VKLIW EHWZHHQ  DQG LV PRUH VXEVWDQWLDO 1RW
QHFHVVDULO\LQWHUPVRIWKHJHQHUDOJRDOVEXWGHILQLWHO\UHODWHGWRWKHGHWDLOVDQGWKH
WRQH 7KH GHFODUDWLRQ RI JRYHUQPHQW RI  VWLOO HPSKDVL]HG WKH LPSRUWDQFH RI
H[SRUWVDQGLQYHVWPHQWEXWDOVRDQXPEHURIPRUHGHWDLOHGHOHPHQWVLQUHODWLRQWR
¶DOO ELODWHUDO WUDGH DQG LQYHVWPHQW GHDOV· ,W OLVWHG HLJKW GHPDQGV LQ UHJDUGV WR DOO
¶FXUUHQWDQGIXWXUH·WUDGHQHJRWLDWLRQVSP\WUDQVODWLRQ
L7KH H[FOXVLRQ RI DOOQHJRWLDWLRQV RQDXGLRYLVXDOVHUYLFHV LL7KH DEVHQFH RI DQ\QHZ
DWWHPSWVWRIXUWKHURSHQFXOWXUDOVHUYLFHVFRPSDUHGWRZKDWZDVDJUHHGLQWKHDFFRUG
RQ WUDGH LQ VHUYLFHV LLL WKH UHVROXWH SURWHFWLRQ RI SXEOLF VHUYLFHV RU VHUYLFHV RI JHQHUDO
LQWHUHVWLYUHVSHFWIRUWKHSULQFLSOHRIVXVWDLQDEOHGHYHORSPHQWWKURXJKELQGLQJVRFLDODQG
HQYLURQPHQWDOQRUPV Y WKHSURWHFWLRQRIDJULFXOWXUDO SURGXFWV YL D UHMHFWLRQRI
LQYHVWRU VWDWHGLVSXWH VHWWOHPHQWPHFKDQLVPV LQ DJUHHPHQWVZLWK FRXQWULHV WKDWKDYH D
IXQFWLRQLQJMXGLFLDOV\VWHP YLLZRUNLQJZLWKSRVLWLYHOLVWV IRUGRPDLQV WKDWDUH RSHQWR
OLEHUDOL]DWLRQ YLLL WKH UHMHFWLRQ RI UHJXODWRU\ FRRSHUDWLRQ WKDW VWULYHV IRU OHJLVODWLYH
KDUPRQL]DWLRQWRWKHERWWRPDQGRUWKUHDWHQVWKHSRZHURIVWDWHVWRUHJXODWHLQWKHIXWXUH
,QVXPDOWKRXJK:DOORQLDHPSKDVL]HGWKHQHHGIRUH[SRUWVDQGZDVQRWRSSRVHGWR
IUHH WUDGHDVVXFKLWKDGD OHVVZHOOGHILQHGYLHZRI LWVRIIHQVLYH LQWHUHVWV ,WKDGD
FOHDUHUVHQVHRILWVGHIHQVLYHLQWHUHVWVZKLFKODUJHO\VHHPHGWRRYHUODSZLWKWKRVHRI








 ,Q:DOORQLD·VGHFODUDWLRQRIJRYHUQPHQW WKHJRYHUQPHQWV VXSSRUWHG UHRULHQWLQJ WKH(8·VDJULFXOWXUDO
SROLFLHV WRZDUGV ¶UHVSHFWLQJWRWKHULJKWWR IRRGVRYHUHLJQW\·0RUHRYHU WKHJRYHUQPHQW IRXQGWKDW WKH ¶XQEULGOHG·
OLEHUDOLVDWLRQ RI LQWHUQDWLRQDO PDUNHWV WKUHDWHQHG WKH (XURSHDQ DJULFXOWXUDO PRGHO DQG WKH SULQFLSOH RI
&RPPXQLW\SUHIHUHQFHS,WWKHUHIRUHYRZVWRSURWHFWWKHVHSULQFLSOHVDWWKH(8DQGLQWHUQDWLRQDOOHYHO,W
DOVR YRZHG WRSXVK IRU WKH LQFOXVLRQV DW WKH:72RI GHV ¶SUpRFFXSDWLRQV QRQ FRPPHUFLDOHV ELHQrWUH DQLPDO
WUDoDELOLWp HQYLURQQHPHQW VpFXULWpVDQLWDLUH·0RUHH[SOLFLWO\ LWFDOOHG IRU WKHPDLQWHQDQFHRIVDIHJXDUGV IRUEHHI
DQGVXJDUDQGVWURQJO\UHVLVWHGWKHVSUHDGRI*02V
8VLQJ:DOORQLD·VHFRQRPLFUHFRYHU\SURJUDP0DUVKDOODVDEDVLVWKHUHQHHGHGWREHVSHFLILFDWWHQWLRQIRU
VRPH ¶S{OHV GH FRPSHWLWLRQ· ¶DpURQDXWLTXH HW HVSDFH VFLHQFHV GX YLYDQW ORJLVWLTXH JpQLHPpFDQLTXH HW DJUR
DOLPHQWDLUH·):%:S






RQFLYLO VRFLHW\ OREE\LQJ WKHUH LVHYLGHQFH WKDW WKLVPXFKKDUVKHU DQGPRUHZHOO
GHILQHGGHIHQVLYH ODQJXDJHZDV DW OHDVW LQ SDUW WKHSURGXFW RI HDUO\ FDPSDLJQLQJ
DQGOREE\LQJE\:DOORRQRUJDQL]DWLRQV
 
,Q DGGLWLRQ WR WKHVH JHQHUDO DQDO\VHV D QXPEHU RI &(7$VSHFLILF UHSRUWV ZDV
SURGXFHG LQ RUGHU FRPH WR D SLFWXUH RI %HOJLXP·V RIIHQVLYH DQG GHIHQVLYH
FRPPHUFLDOLQWHUHVWVEHIRUHDQGGXULQJWKHQHJRWLDWLRQV
$FFRUGLQJ WR WKH )2' (FRQRPLH KRZHYHU WKH SURGXFWLRQ RI VXFK VWXGLHV KDV LQ
UHFHQW \HDUV EHFRPHPXFKPRUH V\VWHPDWLF WKDQ DW WKH WLPH RI&(7$ ,QWHUYLHZ 
)2'(FRQRPLH7KHUHKDGQRWEHHQDQ\NLQGRIUHDO ¶LPSDFWDQDO\VLV· IRU
&(7$WKHQKHDGRI'*(&5,&1 DQGDFFRUGLQJ WR WKH'L9
HVSHFLDOO\IRUWKHRIIHQVLYHLQWHUHVWVWKHVWXGLHVWKDWZHUHSHUIRUPHGUHPDLQHGTXLWH
JHQHUDO %DVHG RQ WUDGH GDWD DW WKH +6 OHYHO )2' (FRQRPLH OLVWHG %HOJLXP·V






$Q LQWHUQDO )OHPLVK UHSRUW RIIHUV DQ H[DPSOH RI WKH NLQG RI DQDO\VHV WKDW ZDV
SURGXFHG 7KLV ¶EDFNJURXQG QRWH RQ WKH QHJRWLDWLRQV RI DQ )7$ EHWZHHQ WKH (8 DQG
&DQDGD· ZKLFK ZDV LQ SDUW EDVHG RQ WKH VFRSLQJ H[HUFLVH RI )2' (FRQRPLH
IRUHJURXQGHGWKHRSSRUWXQLWLHVIRU¶WUDGLWLRQDO)OHPLVKVHFWRUV·OLNHSKDUPDFHXWLFDOV
DXWRPRELOHVDQGGLDPRQGVDORQJZLWKDYDULHW\RIVPDOOHUVXEVHFWRUV%XWWKHVH
VWDWHPHQWV ZHUH LQGHHGPRVWO\ EDVHG RQ D JHQHUDO DQDO\VLV RI H[SRUW GDWD WKHVH
VHFWRUV KDG SHUIRUPHG EHVW LQ WKH \HDUV EHIRUH UDWKHU WKDQ D GHWDLOHG H[HUFLVH
PDWFKLQJ%HOJLDQDQG&DQDGLDQILUPVDQGPDUNHWV,WDOVRORRNHGDW&DQDGD·VWUDGH
DQG LQYHVWPHQWEDUULHUV WDULIIV TXRWDV 63617%V LQ YDULRXV VHFWRUV EDVHGRQD
YDULHW\RI VRXUFHV PRVWO\ WKH:72WUDGHSROLF\UHYLHZRI&DQDGDEXW DJDLQ WKLV






SUHSDUHG LQ WHUPV RI NQRZLQJ LWV RIIHQVLYH DQG GHIHQVLYH LQWHUHVWV DOVR ZKHQ FRPSDUHG WR RWKHU FRXQWULHV
DQDO\VLV7KH\DWWULEXWHGWKLVERWKWRLQVWLWXWLRQDOFRPSOH[LW\DVZHOODVODFNLQJILUPVHFWRUDOLQSXW ,QWHUYLHZ











1RWH WKDW WKHVH ZHUH DOVR WKH RIIHQVLYH VHFWRUV WKDW ZHUH HPSKDVL]HG E\ %ORHP
5H\QGHUV 3HHWHUV DQG%RXUJHRLV $VZDVGLVFXVVHG LQ WKHSUHYLRXV VHFWLRQ WKHVH
GLGQRWHOLFLWDQ\FRQWURYHUV\ZLWKLQ%HOJLXP
7KHELJJHVW DQDO\WLFDOZRUNZDVSXW LQWRGHIHQVLYH LQWHUHVWV SDUWLFXODUO\ VHUYLFHV
OLEHUDOL]DWLRQ$W ILUVW WKH%HOJLDQSRVLWLRQZDV WR UHVLVWQHJDWLYH OLVWVDOOWRJHWKHU





EHFDPH DSSDUHQW WKDW QHJDWLYH OLVWLQJ ZRXOG EH LQHYLWDEOH DQG WKDW %HOJLXPZDV
JRLQJWRKDYHWRJRDORQJZLWKWKLVWKH\VWDUWHGFRPSRVLQJWKHLUUHVHUYDWLRQV7KLV
QHFHVVLWDWHGDQLQGHSWKVFUHHQLQJRI%HOJLDQOHJLVODWLRQDFURVVDOOOHYHOV
)2' (FRQRPLH WRRN FKDUJH LQ WKLV FXPEHUVRPH DQDO\VLV ODWHU IROORZHG E\ WKH
UHJLRQDODGPLQLVWUDWLRQV7KH\VWDUWHGE\ ORRNLQJDW WKHHQJDJHPHQWVRI%HOJLXP
LQ*$76 DQG&$5,)2580$OWKRXJK WKHVH GHDOVZHUHQHJRWLDWHG RQ WKH EDVLV RI
SRVLWLYHOLVWV(8FRPPLWPHQWVLQERWK*$76DQG&DULIRUXPFRYHUHGWKHPDMRULW\RI
HFRQRPLFDFWLYLWLHVLQWKHWHUWLDU\VHFWRU%HOJLXPWKHUHIRUHVWDUWHGIURPWKLVEDVHWR




FRPPLWPHQWV E\ VWLOO DOORZLQJ IRU VRPH RSHQLQJ LQ&(7$ DVZHOO 7KH UHJLRQDO
DGPLQLVWUDWLRQ WKHQ FRQWULEXWHG WKHLU RZQ FRPPHQWV ZKLFK UHVXOWHG IURP D
VFUHHQLQJRIWKHLURZQUHJXODWLRQV$OOVHQVLWLYHVHFWRUVSXEOLFXWLOLWLHVKHDOWKDQG
VRFLDO VHUYLFHV FXOWXUDO VHUYLFHV HGXFDWLRQ VHUYLFHV VHFXULW\ VHUYLFHV HQHUJ\
VHUYLFHV HWF ZHUH LGHQWLILHG E\ WKH UHOHYDQW DGPLQLVWUDWLRQV $V ZDV DOUHDG\
PHQWLRQHG DQGZKLFK DOVR FOHDUO\ HPHUJHG IURP WKH VWUDWHJLFGRFXPHQWVRXWOLQHG
DERYH ERWK UHJLRQV VXSSRUWHG VSHFLDO DWWHQWLRQ IRU VHQVLWLYH VHFWRUV EXW )ODQGHUV
ZDVOHVVGHIHQVLYH)RUVRPHVHFWRUV)ODQGHUVZDVZLOOLQJWRFRQVROLGDWHWKHFXUUHQW
OHYHO RI OLEHUDOL]DWLRQ LH SXW WKHP LQ $QQH[  ZKLOH IRU :DOORQLD WKLV ZDVQ·W






















WKHQ VHQW WR WKH SROLWLFDO OHYHO LQ'*(ZKHQ WKH\ SURSRVHG WKH QHJDWLYH OLVW WKH





DXWRPDWLFDOO\ SODFHG LQ DQQH[  ZKLFKZRXOGPDLQWDLQ WKHLU UHJXODWRU\ URRP IRU
PDQHXYHU :DOORQLDDOVRFODLPVWKDW LWKDGVXFFHHGHGDWSXVKLQJIRUDVWURQJHU
%HOJLDQSRVLWLRQ RQSXEOLF VHUYLFHV %HOJLXP WRRN FKDUJH RI DPRYHPHQW ¶D SULV OD
WrWH· DPRQJ WKH PHPEHU VWDWHV WR WU\ DQG UHWXUQ WR D WUDGLWLRQDO KRUL]RQWDO
DSSURDFK,QWHUYLHZ :%,   3HUKDSV VRPH FRQIXVLRQ LV GXH WR YDULRXV
LQWHUSUHWDWLRQVRIZKDW LWPHDQV WKDW VRPHGLVFXVVLRQVZHUH ¶WHFKQLFDO· UDWKHU WKDQ
¶SROLWLFDO· D SODXVLEOH LQWHUSUHWDWLRQ LV WKDW WKHUH ZHUH ORQJ GLVFXVVLRQV DW WKH
WHFKQLFDO OHYHOZLWKLQSXWIURPSROLWLFDODFWRUV LQWKHUHJLRQVHVSHFLDOO\:DOORQLD
ZKLFKPHDQWWKDWWKHILQDOIRUPDODSSURYDOLQ'*(ZDVPHUHUXEEHUVWDPSLQJ
:KHQ FRPSDULQJ WKH UHVHUYDWLRQV FRPSLOHG E\ %HOJLXP WR WKRVH RI IRU H[DPSOH
*HUPDQ\ZHVHH WKDW WKH ODWWHUFRXQWU\KDVD IDUPRUHH[SDQGHG OLVWHVSHFLDOO\ LQ
WKHILHOGRIKHDOWKVHUYLFHVDQGVRFLDOVHFXULW\*LYHQWKHVHQVLWLYLW\RIWKHVHVHFWRUVLQ
%HOJLXP WKLV LV VRPHZKDW VXUSULVLQJ $FFRUGLQJ WR WKH )2' WKHVH GLIIHUHQFHV
UHVXOWHG IURP GLIIHULQJ LQWHUSUHWDWLRQ DPRQJ WKH PHPEHU VWDWHV RI WKH SURSRVHG
GHILQLWLRQVRIZKLFKWKH%HOJLDQGHFLVLRQPDNHUVZHUHQRWLPPHGLDWHO\DZDUH7KH
)2' GLG QRW KDYH D YLHZ RI WKH UHVHUYDWLRQV WKDW ZHUH GHPDQGHG E\ WKH RWKHU
PHPEHU VWDWHVXQWLOYHU\ ODWH LQ WKHSURFHVV EHFDXVH WKH\ZHUHPRVWO\ IRFXVHGRQ
WKHLU RZQ GRPHVWLF UHJXODWRU\ VFUHHQLQJ 7KLV WRRN XS DOO RI WKHLU FDSDFLW\ 7KH\
WKHUHIRUHGLGQRWNQRZWKDW*HUPDQ\EHOLHYHGWKDWWKHJHQHUDOH[FHSWLRQRQKHDOWK
FDUH ZDV LQVXIILFLHQW DQG KDG WKHUHIRUH UHTXHVWHG DGGLWLRQDO UHVHUYDWLRQV 7KHQ
ZKHQ %HOJLXP DVNHG IRU FODULILFDWLRQV DERXW WKH *HUPDQ VWDQFH IURP WKH
&RPPLVVLRQWKHODWWHUDUJXHGWKDW*HUPDQ\ZDVPLVWDNHQLQLWV LQWHUSUHWDWLRQWKH
JHQHUDOUHVHUYDWLRQZRXOGVXIILFH ,QFRPELQDWLRQZLWK WKHSUHYLRXVUHPDUNVDERXW




























EXLOW XS WKDW PXFK H[SHUWLVH 7KLV PHDQW WKDW WKDW DW ILUVW FRPLQJ WR D %HOJLDQ
SRVLWLRQKHUHZDV YHU\GLIILFXOW DQG WKH\ KDG WR JR WKURXJK D ORW RI UHVHDUFKDQG
GHOLEHUDWLRQV+RZHYHUWKLVHQHUJ\DWWKHWHFKQLFDOOHYHOGLGQRWWUDQVODWHLQWRDORW
RI SROLWLFDO DWWHQWLRQ IRU WKLV LVVXH RU DQ\ VSHFLILF SRVLWLRQV )ODQGHUV KDG DOZD\V
EHHQ LQ IDYRU RI %,7VZKLFK LW SULPDULO\ VDZ DV DQ HFRQRPLF LQVWUXPHQW DQG WKH
SROLWLFDO OHYHOZDV QHYHU YHU\ FRQFHUQHG DERXW WKLV ,QFOXGLQJ LQYHVWPHQW LQ )7$V
ZDV VHHQDVDSRVLWLYH WKLQJ DV ORQJDV WKHUHZDVDWWHQWLRQ IRU HQYLURQPHQWDO DQG
VRFLDO VWDQGDUGV %XW WKLV ZDVQ·W FRQVLGHUHG D SUREOHP ZLWK &DQDGD ,QWHUYLHZ 
)RUPHU'L9,KDYHOHVVLQIRUPDWLRQDERXWWKH)UDQFRSKRQHSURFHVVEXWDV
, QRWHG EHIRUH EHIRUH  DW WKH SROLWLFDO OHYHO WKHUHZDV OLWWOH WUDFH RI WKH ,6'6
FULWLFDOGLVFRXUVHWKDWODWHUHPHUJHG,QWHUYLHZ)RUPHU'L9
)LQDOO\WKHVRXUFHRIWKH)OHPLVKDQG:DOORRQSRVLWLRQVRQWKHVHQVLWLYLW\RISXEOLF
VHUYLFHV ZDV SUREDEO\ WKH UHVXOW RI WKH ¶FXPXODWLYH· FRQWHVWDWLRQ E\ FHUWDLQ FLYLO
VRFLHW\ DFWRUV&62 DFWLYLW\ZDV SHUKDSV YHU\PRGHVW LQ UHJDUGV WR &(7$ EXW DV
&UHVS\KDVVKRZQWKHWUDGHXQLRQVDQG&1&'KDGFDPSDLJQHGRQ
WKHVHLVVXHVIRU\HDUVDQGKDGDWWKHWLPHFOHDUO\DOOLHGZLWKWKHSDUWLHV
RI WKH OHIW²QRWDEO\ WKH36(YHQ LIFLYLOVRFLHW\KDGUHPDLQHGZKROO\TXLHWRQWKLV
LVVXH , ZRXOG KDYH H[SHFWHG :DOORQLD·V VRFLDOLVWV WR EH YHU\ VNHSWLFDO RI DQ\
¶LQQRYDWLRQV· LQ UHODWLRQWR VHUYLFHV WUDGH7KLVZDVUHIOHFWHG LQ WKHFRPPHQWV IURP
:DOORQLD·V FLYLO VHUYDQWV TXRWHG DERYH WKH\ GLG QRW MXVW FULWLFL]H QHJDWLYH OLVWLQJ
IURP D WHFKQLFDO YLHZSRLQW EXW ZHUHPRUHRYHU DIUDLG WKDW WKLVPHWKRGZRXOG EH
KDUGWRH[SODLQDQGGHIHQGYLVjYLVWKHSXEOLF7KLVDQWLFLSDWRU\UHIOH[DOVRDSSOLHG
WR WKHLU SRVLWLRQ RQ WKH LQYHVWPHQW FKDSWHU +HUH WRR &62V KDG QRW EHHQ
FDPSDLJQLQJYHU\LQWHQVLYHO\RQ&(7$EXWKDGLQUHFHQW\HDUVEHHQDFWLYHRQ%,7V
DQG ,6'6 LQ JHQHUDO 7KHUH KDG WKHUHIRUH DOUHDG\ EHHQ PDQ\ GLVFXVVLRQV RYHU
LQYHVWPHQW ZLWK VWDNHKROGHUV OLNH &1&' DOWKRXJK QRW UHODWHG WR &(7$
,QWHUYLHZ)RUPHU'L9DQGFLYLOVRFLHW\·VVXFFHVVIXOFRQWHVWDWLRQDJDLQVW
WKH%,7ZLWK&RORPELDKDGDWWUDFWHGDORWRISROLWLFDODWWHQWLRQLQ)ODQGHUVDVZHOODV







,QVHUYLFHV LWZHUHDSSDUHQWO\ WKH*$76FRPPLWPHQWVWKDWIRUPHGWKHEDVLVRI WKH
%HOJLDQ SRVLWLRQ DV ZHOO DV H[LVWLQJ VXEIHGHUDO OHJLVODWLRQ DQG SUHH[LVWLQJ
FRPPLWPHQWV WR NHHS UHVWULFWLQJ RSHQQHVV LQ FHUWDLQ VHFWRUV  RU WR PDLQWDLQ WKH
SROLF\VSDFHWRGRVRLQWKHIXWXUH7KHVRXUFHVRIWKHVHSRVLWLRQVFDQWRVRPHH[WHQW
EHWUDFHGEDFNWRVRPHSULRUVWUDWHJLFGRFXPHQWVOLNHLQ)ODQGHUVEXWZKDWIRUPHG
WKH EDVLV IRU WKHVH HDUOLHU SRVLWLRQV UHPDLQV XQFOHDU DQG ZDV SHUKDSV QRW DOZD\V
FOHDU IRU WKH SROLF\PDNHUV WKDW KDG WR EXLOG RQ WKHP 7KH )2' (FRQRPLH IRU







FXOWXUDO VHUYLFHV IRU H[DPSOH LV LQWHUHVWLQJ LQ WKLV UHJDUG LW LV D ORQJVWDQGLQJ
%HOJLDQ GHPDQG IRUZKLFK WKHUH KDV DV IDU DV , FDQ WHOO QHYHU EHHQ DQ\ LQGXVWU\
OREE\LQJ ,QVWHDG WKH VRXUFH RI WKLV SRVLWLRQ LV WKH FRQFHUQ FXOWLYDWHG IURP WKH
HDUO\\HDUVRIVXEIHGHUDOIRUHLJQSROLF\LQWKHVDQGVIRU¶FXOWXUDOGLYHUVLW\·
E\ )ODQGHUV DV ZHOO DV WKH )UDQFRSKRQH HQWLWLHV D GHVLUH WR UHWDLQ WKH VSDFH WR
VXSSRUW LQYDULRXVZD\VWKHKRPHJURZQILOPVPXVLFHWFDQGWRSXWVRPHEUDNHV
RQWKHGRPLQDQFHRIRWKHUSDUWLFXODUO\HVSHFLDOO\LQ:DOORQLD$QJORSKRQHFXOWXUDO
SURGXFHUV &ULHNHPDQV  ,QWHUYLHZ  'L9  ,QWHUYLHZ  6WDNHKROGHU
PDQDJHPHQW )ODQGHUV 6LPLODUO\ WKH UHVSRQVHVRI WKHPLQLVWHURI IRUHLJQ









)OHPLVK SRVLWLRQ RQ WUDGH DQG DJULFXOWXUH $FFRUGLQJ WR WKH %RHUHQERQG RQ
IXQGDPHQWDO SULQFLSOHV WKHLU QDUUDWLYH ZDV VKDUHG E\ PRVW GHFLVLRQPDNHUV LQ
)ODQGHUV DQGWKH(8HYHU\RQHUHFRJQL]HG WKHQHHGWRVDIHJXDUGDEDVLFSRWHQWLDO















DOVR VXIIHUHG IURPDODFNRIFOHDUDQDO\VHVDQGSROLF\YLVLRQRQ WKLV LVVXH7KH\PRVWO\GHFLGHGWR IROORZ WKHLU
)UDQFRSKRQHFROOHDJXHVZKRVHEDVLFOLQHWKH\VXSSRUWHG,QWHUYLHZ)RUPHU'L9
 $GGLWLRQDO VRXUFHV )5'2²  )HEUXDUL  ² 4XHVWLRQV 	 5pSRQVHV &RQVHLO )pGpUDO GX 'pYHORSSHPHQW
'XUDEOH7DEOHURQGHVXUOH&RPPHUFHLQWHUQDWLRQDOGXIpYULHU5pSRQVHV63)$IIDLUHVpWUDQJqUHV%RWK
VHQWWRPHLQDSHUVRQDOFRPPXQLFDWLRQ




7KLV EULQJV XV WR WKH FXULRXV FDVH RI %HOJLXP·V PLVVLQJ JHRJUDSKLFDO LQGLFDWLRQV
*,V $V ZH VDZ :DOORQLD QRU )ODQGHUV IRUPXODWHG DQ\ GHPDQGV RQ *,V HYHQ
WKRXJK WKLV ODWHU EHFDPH KLJKO\ FRQWURYHUVLDO HYHQ DPRQJ SDUWLHV WKDW ZHUH LQ
JRYHUQPHQW GXULQJ WKH QHJRWLDWLRQV+RZ GLG WKLV FRPH DERXW" ,Q )ODQGHUV P\
LQWHUYLHZHH FODLPHG WKDW WKH'L9 KDG IRU \HDUV DVNHG WKH DJULFXOWXUDO GHSDUWPHQW
ZKHWKHU WKH\ QHHGHG WR SXVK IRU WKH LQFOXVLRQ RI )OHPLVK *,V LQ &(7$ EXW WKH\
QHYHU JRW D UHVSRQVH  HYHQ WKRXJK WKH 'L9 KDG DOUHDG\ FKHFNHG ZKLFK )OHPLVK
SURGXFWV ZHUH SURWHFWHG DQG HYHQ WKRXJK VXFK D UHTXHVW ZRXOG KDYH SUREDEO\
VXFFHHGHGQR&DQDGLDQILUPVSURGXFHGWKHVH)OHPLVKSURGXFWV,QWHUYLHZ)RUPHU
'L9   2Q WKH:DOORRQ VLGH LW UHPDLQHG XQFOHDU ZK\ :DOORQLD GLG QRW
UHTXHVW WKLV WKH\ ZRQGHUHG ZKHWKHU :DOORQLD KDG SHUKDSV QRW EHHQ VXIILFLHQWO\
FDUHIXO GXULQJ WKH QHJRWLDWLRQV 2I FRXUVH ODWHU WKLV FKDQJHG DQG LW EHFDPH DQ
LPSRUWDQW SROLWLFDO FRPSODLQW LQ  7KH :%, DWWULEXWHG WKLV VKLIW LQ SDUW WR D
FKDQJHG HFRQRPLF DQG VWUDWHJLF RXWORRN 0\ IRUPHU 'L9 LQWHUYLHZHH RIIHUHG
DQRWKHU SHUVSHFWLYH:DOORQLD·V DJULFXOWXUDO H[SHUWZDV YHU\ SURILFLHQW DQG LWZDV
XQOLNHO\WKDWWKH\GLGQRWVLJQDOWKLVWRWKHFDELQHWV(LWKHUWKHUHZDVDQHUURUDWWKH
SROLWLFDO OHYHO LI LW ZDV LQGHHG DQ LQWHUHVW RU WKH\ GLGQ·W UHDOO\ FRQVLGHU LW YHU\
LPSRUWDQW DW WKH WLPH 0\ LQYHVWLJDWLRQ RI %HOJLDQ *,V LQ RWKHU )7$V VKRZV WKDW
%HOJLXPLQIDFWGLGQ·W LQFOXGH*,VLQPRVWRIWKHRWKHU)7$VQHJRWLDWHGDURXQGWKH
VDPH WLPH H[FHSW IRU WKH'&)7$ZLWK8NUDLQH VXSSRUWLQJ WKH LQWHUSUHWDWLRQ WKDW
:DOORQLDKDGQ·WEHHQLQWHUHVWHG
)LQDOO\ WZR HOHPHQWV OHDGPH WR VXVSHFW WKDW %HOJLXP KDG WR SLFN LWV ILJKWV DQG
FRXOG QRW QRUZDQWHG WR WDNH LQPDQ\ KLJKO\ GHWDLOHG RU FRQWURYHUVLDO SRVLWLRQV
LQVLGH WKH&RXQFLO² DSDUW IURPD IHZKLJKO\ VHQVLWLYH LVVXHVZKLFK VXFNHGXS DOO
DYDLODEOHDQDO\WLFDODQGSROLWLFDOUHVRXUFHV
)LUVWDVZDVLQGLFDWHGDQXPEHURIWLPHVDERYHWKHFDSDFLW\IRUGHWDLOHGIROORZXS
IURP WKH UHJLRQVPXVW KDYH EHHQ OLPLWHG FRQVLGHULQJ WKH VPDOO DPRXQW RI SHRSOH
LQYROYHGLQWUDFNLQJWKHVHLVVXHV7KLVZDVDOVRDFNQRZOHGJHGE\P\VRXUFHZLWKLQ






RSHQLQJLQDJULFXOWXUH7RJHWKHU WKLVKDGVWDUWHGDGGLQJXSZKLOH LQ WKHPHDQWLPHWKHDJULFXOWXUDOVHFWRUKDG





IRUFH VLQFH 9LHWQDP VWDUWHG LQ QHJRWLDWHGVLQFH FRQFOXGHG LQ  6RXWK$IULFD VWDUWHGRQ




IROORZLQJ &{WHV GH 6DPEUH HW 0HXVH +DJHODQGVH ZLMQ +DVSHQJRXZVH :LMQ +HXYHOODQGVH :LMQ 9ODDPVH
PRXVVHUHQGHNZDOLWHLWVZLMQ&UHPDQWGH:DOORQLH9LQPRXVVHX[GHTXDOLWHGH:DOORQLH9LQGHSD\VGHV-DUGLQV
GH:DOORQLH9ODDPVHODQGZLMQ%DOHJHPVH-HQHYHU+DVVHOWVHMHQHYHU2RVW9ODDPVH*UDDQMHQHYHU3HNrW-RQJH
MHQHYHU2XGH MHQHYHU*UDDQMHQHYHU9UXFKWHQMHQHYHU -HQHYHU -DPERQG
$UGHQQH )URPDJHGH+HUYH%HXUUH
G
$UGHQQH %UXVVHOV JURQGZLWORRI %UDEDQWVH 7DIHOGUXLI 3kWp JDXPDLV *HUDDUGVEHUJVH 0DWWHQWDDUW 6RXUFH





WKH FDELQHWV DQG WKH SHUPUHSV ,QWHUYLHZ  )HGHUDO *RYHUQPHQW  6HFRQGO\
VRPHWKLQJWKDWFDPHEDFNLQVHYHUDOLQWHUYLHZVZDVWKHSUHIHUHQFHRIIRUHLJQDIIDLUV
WR IROORZ WKH &RPPLVVLRQ DQG WR DW DOO WLPHV DYRLG LVRODWLRQ DW WKH (8 OHYHO
,QWHUYLHZ  H['* 7UDGH  ,QWHUYLHZ  )RUPHU 'L9  $OWKRXJK IRUHLJQ
DIIDLUVZDVZHOODGDSWHGWRLWVUROHDVDQKRQHVWEURNHUZLWKLQ%HOJLXPGRLQJLWVEHVW
WRFRPHWRDV\QWKHVLVRIWKHRIIHQVLYHDQGGHIHQVLYHLQWHUHVWVYRLFHGE\WKHYDULRXV





























QHJDWLYH OLVWLQJ LQ WKHFRQWH[WRI7L6$ WKHUHVSRQVHRI WKHPLQLVWU\RI IRUHLJQDIIDLUVQRWHG WKDW%HOJLXPKDG
UHPDLQHGWKHRQO\FRXQWU\LQWKH&RXQFLOWRFRQWLQXHLWVGHPDQGIRUSRVLWLYHOLVWLQJ7KH0LQLVWU\FRPSODLQHG
WKDW%HOJLXPZDVWRWDOO\LVRODWHGRQWKLVPDWWHUWKH\ZHUH¶WKHRQO\FRXQWU\EULQJLQJWKLVSRLQWIRUZDUG·DQGWKH\








WKHGHDODIWHU7KH\DUJXHGWKDW WKH36· UHPRYDO IURPWKH IHGHUDOJRYHUQPHQW
ZDVVHHQDQ LPSRUWDQWIDFWRU LQWKLVSDUW\·VDFWLYLVPRQWKHWUDGHIURQW0DJQHWWH·V
UHIXVDO WR VLJQ &(7$ ZDV SHUFHLYHG DV D ZD\ WR ERWK VDERWDJH WKH IHGHUDO
JRYHUQPHQW LQ ZKLFK WKH OLEHUDO 05 ZDV WKH RQO\ :DOORRQ SDUW\ ZKLOH
VLPXOWDQHRXVO\VWUHQJWKHQLQJLWVSURILOHYLVjYLVWKHFRPPXQLVW37%WKDWKDGEHHQ
VHDULQJLQWKHSROOV+DGWKH36EHHQSUHVHQWLQWKHIHGHUDOJRYHUQPHQWWKHSDUW\·V







RQO\ WKH DV\PPHWULF JRYHUQPHQW SOD\HG D UROH LQ IDFLOLWDWLQJ WKHLU LQIOXHQFH RYHU
:DOORQLD VR WKH\ EHOLHYHG EXW DOVR WKH ULVH RI WKH 37% )XUWKHUPRUH HYHQZLWKLQ
:DOORQLD·V H[HFXWLYH FRDOLWLRQG\QDPLFV UHPDLQHG LPSRUWDQW$FFRUGLQJ WR DQ03
IURP(FROR WKHSDUW\WKDWDFWXDOO\VKLIWHGPRVWLQ LWVSRVLWLRQZDVWKHFG+,I WKH\
KDGQ·WEHHQSHUVXDGHGWKH03IURP(FROREHOLHYHGWKDWWKHUHZRXOGKDYHEHHQOHVV

















W^ DZ ĐĚ, ĐŽůŽ Wd WW Ġ&/


1HLWKHU QDUUDWLYH QHFHVVDULO\ WHOOV XV WKDW WKHVH SDUWLHV LQVWLJDWHG WKH UHVLVWDQFH
DJDLQVW&(7$7KH36DQGFG+PD\KDYHDOVRMXVWEHFRPHIDUPRUHUHFHSWLYHWRWKH
&62V· FDPSDLJQ ,W LV FOHDU WKDWERWKSDUWLHVKDGEHHQ LQ VRPHHOHFWRUDOGLVWUHVV
EXWMXGJLQJIURPSROOGDWDLWVHHPVDVLIWKLVRQO\UHDOO\VWDUWHGNLFNLQJLQDIWHUWKH
VSULQJRIWKDW·VZKHQWKH37%EHJDQLWVVWHOODUULVH+RZHYHUDWWKDWWLPHWKHUH
KDG DOUHDG\ EHHQ D YHU\ FULWLFDO JRYHUQPHQWDO GHFODUDWLRQ GR]HQV RI FULWLFDO
VSHHFKHV DQG D KDUVKO\ IRUPXODWHG UHVROXWLRQ ,Q WKH IDOO RI  WKH :DOORRQ
JRYHUQPHQWKDGDOUHDG\UHOD\HGLWVFULWLFLVPRI,6'6LQ&(7$WRWKH%HOJLDQDQG(8
PHHWLQJV
%DVHG RQ WKH HYLGHQFH , KDYH FROOHFWHG , EHOLHYH WKDW WKH SXUH SDUW\SROLWLFDO
QDUUDWLYH LVQRWFRQYLQFLQJKDGWKH\UHPDLQHGVLOHQWZHZRXOGQRWKDYHVHHQWKLV
NLQGRISROLWLFL]DWLRQRIWUDGHLVVXHV(YLGHQFHWKDWZRXOGRYHUWXUQWKLVDVVHVVPHQW
ZRXOGQHHG WR VKRZ WKDW WKH\ FRRUGLQDWHGZLWKFLYLO VRFLHW\·VYDQJXDUG WKH WUDGH





IXQFWLRQHG DV D YHU\ IHUWLOH VFRSH FRQGLWLRQ IRU WKH &62 G\QDPLFZDV VXIILFLHQWO\
SODXVLEOH+RZHYHU,IXUWKHUUHIOHFWRQWKLVLQWHUSOD\LQWKHFRQFOXVLRQ
,Q6XPPDU\
7KHUH ZDV D ZLGH YDULHW\ RI SRWHQWLDO DXWRQRPRXV VRXUFHV IRU WKH SRVLWLRQV WKDW
GHFLVLRQPDNHUV SXW IRUZDUG LQFOXGLQJ HFRQRPLF DQDO\VHV LGHRORJLFDO







WKH PHFKDQLVP 7KH ILQDO TXHVWLRQ LV ZKHWKHU WKH\ VXFFHHGHG DW WXUQLQJ WKHVH
SUHIHUHQFHVLQWRWKH%HOJLDQSRVLWLRQ,FRPELQHWKHVHVWHSVLQWRRQHDQDO\VLV
&RQWUDU\ WR WKH SUHYLRXV VWHSV KHUH , GR KDYH VRPH WKHRUHWLFDOO\ GHULYHG ¶VFRSH













KRPRJHQHLW\ RI VRFLHWDO SUHIHUHQFHV WKH VXVFHSWLELOLW\ RI SROLF\PDNHUV WR WKLV




SKDVHV7KHUHZDV OLPLWHGSUHVVXUH IURPHLWKHUEXVLQHVVRU FLYLO VRFLHW\GXULQJ WKH
ILUVW SKDVHPHDQLQJ WKHUHZDV DPSOH VSDFH IRU DXWRQRPRXV SUHIHUHQFHV WR SOD\ D
UROH ,Q WKH VHFRQGSKDVH WKHUHZDVDKXJHDPRXQWRISUHVVXUHE\FLYLO VRFLHW\RQ
:DOORRQGHFLVLRQPDNHUVVWDUWLQJDQGWKHQLQFUHDVLQJIURP7KLVZDVIDUOHVVVR
LQ)ODQGHUV%XVLQHVVUHPDLQHGGRUPDQWEXWHYHQWXDOO\MRLQHGIRUFHVWRLQFUHDVHWKH
SUHVVXUH DFURVV DOO HQWLWLHV DIWHU WKH VXPPHU RI  2QO\ LQ:DOORQLD ZDV WKHUH
VRPH GLVXQLW\ EHFDXVH WKH IHGHUDWLRQ RI 60(V WXUQHG DJDLQVW &(7$ ZKLOH WKH
IDUPHUV·RUJDQL]DWLRQUHPDLQHGYDJXH)URPLQ:DOORQLDWKHUHZDVDOHIWZLQJ
JRYHUQPHQW DW WKH KHOP ZKRVH OHDGLQJ SDUWLHV GLG QRW SHUIRUP YHU\ ZHOO LQ WKH
SROOV ,Q)ODQGHUVDFHQWHUULJKWDQGHFRQRPLFDOO\ OLEHUDOJRYHUQPHQWZDVOHGE\D
SDUW\ WKDW KDG UHFHQWO\ JRQH WKURXJK HQRUPRXV HOHFWRUDO JURZWK DQG WKHQ






PXFK HYHQ LI VRFLHWDO UHVLVWDQFH KDG EHHQPXFK ILHUFHU ZKLOH:DOORQLD ZDV D IDU
VRIWHU WDUJHW LQ ,W LV FXUUHQWO\KDUG WRJDXJH WKHDPRXQWRISUHVVXUH WKDWZDV
H[HUWHGRQ%HOJLXPGXULQJWKHQHJRWLDWLRQV2IFRXUVHLQWKHILQDOSKDVHLQ2FWREHU





WKHLU RZQSRVLWLRQV LQWR WKH%HOJLDQ VWDQFH LQ WKH73&$OWKRXJK WKHUHZHUH VRPH
GLIIHUHQFHVDOPRVWHYHU\RQHVHHPHGWRDJUHHWKDWWKLQJVZHQWYHU\VPRRWKO\LQWUD




VLGHV FRRSHUDWHG YHU\ ZHOO DQG WKH LQWHUHVWV ZHUH FRPSOHPHQWDU\ ,QWHUYLHZ 
)RUPHU'L9
6LQFHWKHUHZDVQRWPXFKOREE\LQJRUFDPSDLJQLQJQRWHYHQRQVRPHRIWKHLVVXHV
WKDWZHUHPRVWFRQWURYHUVLDO WKHUHZDVDOVRQRQHHG WRGHIHQG WKHLUSRVLWLRQV WKDW
PXFK$OWKRXJKDOOSROLF\PDNHUV VHHPHG WRKDYHEHHQ LQGHPDQG IRUPRUH LQSXW
IURP EXVLQHVV WR KHOS WKHPGHWHUPLQH %HOJLXP·V VSHFLILF FRPPHUFLDO LQWHUHVWV WKH






WR SHUIRUP TXLWHZHOO HVSHFLDOO\ RQ RIIHQVLYH LQWHUHVWV 2I FRXUVH RQ VRPH LVVXHV
%HOJLXPHYHQWXDOO\ELWWKHGXVWVXFKDVLQQHJDWLYHOLVWLQJZKHUHLWJUDGXDOO\ORVWDOO
RI LWV VXSSRUWHUVXQWLO%HOJLXPZDV WKHRQO\ FRXQWU\ VWLOO UHMHFWLQJQHJDWLYH OLVWLQJ
FDXVLQJ LW WR EDFN GRZQ $V ZDV GHWDLOHG EHIRUH WKLV IRUFHG WKHP WR GUDZ XS
UHVHUYDWLRQVIRUWKHQHJDWLYHOLVW2QLQYHVWPHQWWKHSRVLWLRQRI%HOJLXPZDVDWILUVW
QRW WR VXSSRUW D FKDSWHU RQ LQYHVWPHQW EXW KHUH WKH &RPPLVVLRQ VXFFHHGHG DW
FRQYLQFLQJWKHPLWFODLPHGWKDW&DQDGDZDVVWURQJO\GHPDQGLQJWKHLQFOXVLRQVRI
,6'6 DQG WKDW VRPH RI WKH QHZHVW (8PHPEHU VWDWHV KDG XQIDYRUDEOH %,7VZLWK
&DQDGD DQ (8 LQYHVWPHQW FKDSWHU ZRXOG DOORZ WKHP WR LPSURYH WKHLU VLWXDWLRQ
)LQDOO\ WKH&RPPLVVLRQSUHVHQWHG LW DVDSDFNDJHGHDO DOVRSURSRVLQJ LQYHVWPHQW
FKDSWHUV LQ WKH )7$V IRU 6LQJDSRUH DQG ,QGLD LQ ZKLFK PDQ\ RI WKH FRXQWULHV
LQFOXGLQJ %HOJLXP GLG VXSSRUW LWV LQFOXVLRQV ,QWHUYLHZ  )2' (FRQRPLH 
 $ ODVW H[DPSOH ZDV WKH LQFOXVLRQ RI ELQGLQJ DQG HQIRUFHDEOH VRFLDO DQG
HQYLURQPHQWDOFODXVHVDUHTXHVWIURP:DOORQLDZKLFKZDVRSSRVHGE\)ODQGHUVEXW




,QYHVWLJDWLQJ WKLVGLPHQVLRQZDVVRPHZKDW WURXEOHVRPHEHFDXVHRI WKHVHQVLWLYLW\










LW EHFDPH FOHDU WKDW LW QHHGHG D SROLWLFDO UHVROXWLRQ ,QWHUYLHZ  'L9 
$FFRUGLQJ WR:DOORRQ VRXUFHV WKH\ KDG LQ IDFWPDGH WKHLU UHWLFHQFH NQRZQ HYHQ
HDUOLHUGXULQJD'*(FRRUGLQDWLRQ EHIRUH WKH FRQFOXVLRQRI WKHSROLWLFDO DFFRUGRI
&(7$ DW WKH (8&DQDGD VXPPLW LQ 2WWDZD 6HSWHPEHU  :DOORQLD FOHDUO\
H[SUHVVHG WKDW ,6'6 ZDV QRW DFFHSWDEOH $FFRUGLQJ WR WKHP WKH %HOJLDQ




 2Q LQYHVWPHQW VFUHHQLQJ &DQDGD KDG VXFK D V\VWHP 0\ VRXUFH EHOLHYHG WKH &RPPLVVLRQ WKRXJKW WKDW
&DQDGDZRXOGLQWKHHQGPDNHDQH[FHSWLRQIRU(8LQYHVWPHQWVLQLWVV\VWHPVRLWGLGQ·WUHDOO\FRPHXSGXULQJ











0HDQZKLOHE\  WKHGHEDWHZDVQR ORQJHU MXVW EHLQJ IRXJKWZLWKLQ WKHZHERI
DGPLQLVWUDWLRQVDQGFRRUGLQDWLYHFRPPLWWHHVEXWDOVR LQFOXGHG¶ZRUN· WRZDUGVWKH
SDUOLDPHQW SXEOLF RSLQLRQ DQG FLYLO VRFLHW\ $VZDV DOUHDG\ GLVFXVVHG DERYH WKH
KHDG RI '*( DSSHDUHG LQ KHDULQJV LQ DOO WKH %HOJLDQ SDUOLDPHQWV GHIHQGLQJ WKH
)7$ DOWKRXJK WKH\REYLRXVO\ IHOW WKLVZDVQRW YHU\ VXFFHVVIXO DVGLG WKHKHDGRI
$:(;DQGRIFRXUVHQXPHURXVSROLWLFLDQV
0DJQHWWH FRQWLQXHG WR UHSHDW KLV REMHFWLRQV LQ QLQH LQWUD%HOJLDQ FRRUGLQDWLRQ
PHHWLQJV EHWZHHQ -XO\ DQG 2FWREHU  OHDGLQJ WR QLQH 73& PHHWLQJV ZKHUH
%HOJLDQ SHUPUHSV FRPPXQLFDWHG:DOORQLD·V UHVLVWDQFH %UXVVHOV:DOORQLD DQG WKH
)%: DOVR VHQW OHWWHUV H[SODLQLQJ WKHLU SRVLWLRQ WR WKH IHGHUDO OHYHO LQ -XO\ 
0DJQHWWH  +RZHYHU DFFRUGLQJ WR VRXUFHV IURP WKH IHGHUDO JRYHUQPHQW
:DOORQLDMXVWUHSHDWHGLWVVWDQFHZLWKRXWLQGLFDWLQJDQ\ZLOOLQJQHVVWREXGJH7KH\




&(7$ DQG WKH UHJLRQDOJRYHUQPHQW FRQFOXGHG WKDW LW FRXOG WKHUHIRUHQRW VLJQ WKH
GHDOWKLVWULJJHUHGDQLQWUD%HOJLDQDVZHOODVD(XURSHDQFULVLVEHFDXVHWKLVPHDQW
WKDW %HOJLXPZRXOG QRW EH DEOH WR VLJQ WKH WUHDW\ 6LQFH WKH&RPPLVVLRQKDG MXVW
PRQWKV EHIRUH GHFLGHG WKDW LW ZRXOG WUHDW &(7$ OLNH D ¶PL[HG· DJUHHPHQW
QHFHVVLWDWLQJXQDQLPRXVPHPEHUVWDWHDSSURYDOWKLVWKUHDWHQHGWRVLQNWKHDFFRUG
7KH SUHVVXUH H[HUWHG RQ%HOJLXP WKHQ TXLFNO\ LQFUHDVHG ,Q 6HSWHPEHU %HOJLXP·V
SHUPUHSKDGDOUHDG\DOHUWHG0DJQHWWHWKDW%HOJLXPZDVLQGDQJHURIHQGLQJXSLQ
¶VSOHQGLG LVRODWLRQ· DW WKH (8 OHYHO ZKLOH LQ D ELODWHUDO PHHWLQJ  6HSWHPEHU WKH
&DQDGLDQ HPEDVV\ KDG WKUHDWHQHG ¶GLUH FRQVHTXHQFHV IRU :DOORQLD&DQDGD UHODWLRQV·
$FFRUGLQJWR0DJQHWWHLWWRRNXQWLO2FWREHUIRU0DOPVWU|PWRDUUDQJHDPHHWLQJ
KRZHYHU LQ ZKLFK:DOORQLD ZDV UHDVVXUHG WKDW WKHUH ZRXOG EH DQ LQWHUSUHWDWLYH
GHFODUDWLRQ WKDW ZRXOG WDNH DZD\ WKHLU ZRUULHV:KHQ:DOORQLD REMHFWHG WKDW WKH
DJUHHG GHFODUDWLRQ ZDV LQVXIILFLHQW WKH\ JUHZ LQFUHDVLQJO\ LVRODWHG (VSHFLDOO\
LUNVRPH IRU0DJQHWWHZDVWKH ODFNRIVXSSRUW IURPRWKHUVRFLDOGHPRFUDWLF OHDGHUV
DFURVV (XURSH HVSHFLDOO\ DIWHU *HUPDQ\ DQG $XVWULD VDZ VRPH RI WKHLU FRQFHUQV
WDNHQ DZD\E\ WKH LQWHUSUHWDWLYHGHFODUDWLRQ DIWHUPLG2FWREHU VXFKJRYHUQPHQWV
DFWXDOO\VWDUWHGH[HUWLQJGLUHFWSUHVVXUHRQWKH36$OWKRXJK+ROODQGHKHOSHGWKHP






GLIILFXOWDIWHU )ODQGHUV IRU H[DPSOH UDQD VWDNHKROGHU HYHQW WKDW LQFOXGHG WKH WUDGHXQLRQV LQ WKH IDOORI









ZLOOLQJQHVV WRHQJDJH LQDQ\ UHDOGLDORJXHLHDOVRGHPRQVWUDWLQJVRPH IOH[LELOLW\
FUHDWLQJDQRSHQLQJIRUDQHJRWLDWHGVROXWLRQXQWLOKDOIZD\2FWREHUDWWHPSWVWRILQG
DVROXWLRQE\WKHIHGHUDOOHYHODQGWKH&RPPLVVLRQLQ6HSWHPEHUDQGHDUO\2FWREHU
PHW ZLWK DQ XQUHVSRQVLYH :DOORRQ H[HFXWLYH ,QWHUYLHZ  )HGHUDO *RYHUQPHQW

(YHQWXDOO\KRZHYHUWKHUHZDVDQ LQWHQVLILFDWLRQRIWKH LQWUD%HOJLDQGLVFXVVLRQVLQ
2FWREHU7KH\VWDUWHGDW WKH¶WHFKQLFDO· OHYHO WU\LQJWRJHWDJRRGYLHZRIZKDWWKH
SUREOHPVZHUHH[SODLQLQJ WKRVH LQFKDUJHKRZFHUWDLQDVSHFWVRI WKHGHDOZRUNHG
:LWK WKHKHOSRI WKH&RPPLVVLRQ WKH\ WKHQVWDUWHGGUDIWLQJQHZWH[WV ,QWHUYLHZ
'L9ZKLOHVWUHWFKLQJ%HOJLXP·VFRQVWLWXWLRQDOOLPLWV:DOORQLDDOVRVWDUWHG
PHHWLQJ GLUHFWO\ ZLWK &DQDGD DQG WKH &RPPLVVLRQ 7HQ GD\V RI LQWHQVLYH
QHJRWLDWLRQV IROORZHG DIWHU  2FWREHU WKH WZLVWV DQG WXUQV DUH GHVFULEHG LQ WKH
ERRNILJKWLQJRIIXOWLPDWXPVDQGWKLQO\YHLOHGWKUHDWVIROORZHGEXWE\WKHHQG
RI2FWREHUUHVROXWLRQZDV LQVLJKW2Q2FWREHU WKHUHZHUHQHJRWLDWLRQVZLWK WKH
SULPHPLQLVWHUWKHIHGHUDOPLQLVWHURIIRUHLJQDIIDLUVWKHSHUPDQHQWUHSUHVHQWDWLYHV
WKHUHJLRQDODGPLQLVWUDWLRQVDQGWKH&RPPLVVLRQ7KHLVVXHVDWVWDNHZHUHSULPDULO\
GLVSXWH VHWWOHPHQW DJULFXOWXUH DQG VRFLDO VHFXULW\ DV ZHOO DV LQWUD%HOJLDQ
QHJRWLDWLRQVDERXWZKHWKHUWKHVWDWHZRXOGQHHGWRDVNWKH(XURSHDQ&RXUWRI-XVWLFH
D TXHVWLRQ DERXW ,&6 DQG DERXW WKH LQVWDOODWLRQ RI D SHUPDQHQW HYDOXDWLRQ
PHFKDQLVP:DOORQLD DOVRKDGPRUH VSHFLILF GHPDQGV WKH\ZDQWHGSDUOLDPHQWDU\
DSSURYDO IRU WKH LVVXHV WKDW ZHUH WKHLU FRPSHWHQFH RI DQ\ VRUW RI UHJXODWRU\
FRRSHUDWLRQ)ODQGHUVZDVYHU\KRVWLOHWRWKLVSURFHGXUHEXWILQDOO\DFFHSWHGLWLQD
¶FRQVWUXFWLYH JHVWXUH DSSUHFLDWHG E\ HYHU\RQH· DFFRUGLQJ WR 0DJQHWWH  2Q WKH
QG LQWUD%HOJLDQ DQG QHJRWLDWLRQV DQG (XURSHDQ SUHVVXUH ILQDOO\ SURGXFHG D
GRFXPHQW WKDW DOWHUHG WKH LQWHUSUHWDWLYH GHFODUDWLRQ DQGZKLFK VWLSXODWHG D VHW RI




















, KDYH VKRZQ WKDW SROLF\PDNHUV KDG DXWRQRPRXV SUHIHUHQFHV QRW UHODWHG WR DQ\
GLVFHUQLEOH VRFLHWDO OREE\LQJ RQ VRPH RI PDMRU LVVXHV WKDW SRSSHG XS LQ WKH
QHJRWLDWLRQVWKHDSSURDFKWRVHUYLFHVOLEHUDOL]DWLRQDQGLQYHVWPHQWSURWHFWLRQ7KH\
DOVR FDPH WR DXWRQRPRXV SRVLWLRQV RQ RWKHU SDUWV RI WKH GHDO LQFOXGLQJ RIIHQVLYH






¶JDPH· EHLQJ SOD\HG ZDV EHWZHHQ WKH %HOJLDQ HQWLWLHV DQG ZLWKLQ WKH &RXQFLO
$OWKRXJK &(7$ZDV RQ WKHZKROH QRW D YHU\ FRQWURYHUVLDO LVVXHZLWKLQ %HOJLXP
WKHUH ZHUH GLIIHUHQFHV RYHU VHUYLFHV OLEHUDOL]DWLRQ LQZKLFK LW VHHPV OLNH:DOORQLD
ZDVPRVW DEOH WRSXVK WKH%HOJLDQSRVLWLRQ WRZDUGV LWVPRUHGHIHQVLYHSUHIHUHQFH
+RZHYHUFRXQWHUSUHVVXUH IURPWKH(8 OHYHO IRUFHG%HOJLXPWREDFNGRZQKHUH ,
WKLQNLW·VGHEDWDEOHZKHWKHUWKLVZDVLQIDFWDFKDQJHLQWKH%HOJLDQSRVLWLRQLWZDV
VWLOORSSRVHGWRQHJDWLYHOLVWLQJDQGVWLOOZDQWHGWRSURWHFWWKHVDPHVHQVLWLYHVHFWRUV
/DFN RI D PDMRULW\ LQ WKH (8 DOVR FRQWULEXWHG WR :DOORQLD·V IDLOHG DWWHPSW DW
LQFOXGLQJHQIRUFHDEOHVRFLDODQGHQYLURQPHQWDOFODXVHVLQWKH%HOJLDQVWDQFH
$IWHU WKH QHJRWLDWLRQV ZHUH FRQFOXGHG WKHUH ZDV D FKDQJH RI KHDUW LQ :DOORQLD
ZKLFK HYHQWXDOO\ OHG WR DGLIIHUHQW%HOJLDQSRVLWLRQ , KDYH VKRZQ LQ WKHSUHYLRXV
FKDSWHUVKRZZHPLJKWUHODWHWKLVWRFLYLOVRFLHW\FDPSDLJQLQJDQGOREE\LQJ,QWKLV
FKDSWHU ,KDYHQRZGHPRQVWUDWHG WKDW L:DOORQLDKDGKDGGRXEWVDERXW VRPHRI
WKHHOHPHQWVRIWKHGHDOWKDWZHUHDOVRSDUWRIWKHFRQWURYHUV\LQWKLVVHFRQGGRXEWV
LLWKHVHGRXEWVVHHPQRQHWKHOHVVKDYHEHFRPHIDUPRUHSURQRXQFHGDQGIDUPRUH
SROLWLFDOO\ FKDUJHG DIWHU WKH  HOHFWLRQV ² HYHQ WKRXJK ODUJHO\ WKH VDPHSDUWLHV
ZHUH LQ SRZHU (FROR OHIW WKH JRYHUQPHQW DQG DFWXDOO\ZHQW RQ WR OHDG WKH ILJKW
DJDLQVW WKH )7$V LQ WKH SDUOLDPHQW ,W·V DOVR GXELRXV WKDW WKHUH ZDV DQ\ QHZ
LQIRUPDWLRQ WKDW FKDQJHGSROLF\PDNHUV· ZKLFKDOVRZLWKLQ WKHFLYLO VHUYLFHZHUH
VWLOO ODUJHO\WKHVDPHSHRSOHYLHZV LQ)ODQGHUV WKHUHZDVQRSRVLWLRQDOVKLIWHYHQ
WKRXJKWKH\KDGODUJHO\DJUHHGRQPRVWDVSHFWVRIWKHDFFRUGMXVWWKH\HDUEHIRUH






KDG LQ WKHSDVWDOPRVWQHYHU HQMR\HGPXFK DWWHQWLRQ IURPHLWKHUSROLWLFLDQVRU WKH
SXEOLFZLWKRXWEHLQJSXVKHGWRGRVR RUZLWKRXWHQMR\LQJ WKHUKHWRULFDOFRYHURI





EXW WKH UHDO VXUJH LQ WKH SROOV IRU WKH %HOJLDQ FRPPXQLVWV RQO\ FDPH DIWHU WKH
:DOORRQ SDUOLDPHQW KDG DIILUPHG LWV UHVLVWDQFH DJDLQVW &(7$ DIWHU SDUOLDPHQWDU\









QRW KDYH WXUQHG D EOLQG H\H WR WKH VWURQJ DQG SHUVLVWHQW FDPSDLJQLQJ E\ D YHU\
EURDGVHWRIVRFLHWDOJURXSVPDQ\RIZKLFKKDGLQWLPDWHWLHVZLWKFRQVWLWXHQFLHVWKDW
WKH 36 DQG FG+ KHOG GHDU %XW WKH LPPHGLDWH SROLWLFDO IDOORXW PD\ KDYH EHHQ
GLIIHUHQW
$V VRRQ DV WKH 36 KDG VWDNHG RXW LWV SRVLWLRQ KRZHYHU LW FRXOG QRW EDFN RXW VR
HDVLO\DQGWKHFKDQJHWRD¶PL[HG·DJUHHPHQWPHDQWWKDWWKLVHYHQWXDOO\OHGWRPRUH
WKDQD%HOJLDQDEVWHQWLRQ:DOORQLDZDV WKUHDWHQLQJ WR VLQN&(7$ DQGDIWHU VRPH
GHOD\ WKLV OHG WR QHZ LQWUD%HOJLDQ DQG (8 QHJRWLDWLRQV DOWKRXJK :DOORQLD ZDV

















































































































:KHQ WKH &RPPLVVLRQ SURSRVHG RSHQLQJ QHJRWLDWLRQVZLWK &DQDGD %HOJLXPZDV
VXSSRUWLYH,QWKLVILUVWSHULRGEXVLQHVVZDVFRQVXOWHGEXWUHPDLQHGYHU\OXNHZDUP
WKH VWUXFWXUDO GLIILFXOWLHV WKDW GHFLVLRQPDNHUV KDGPRUH JHQHUDOO\ HQFRXQWHUHG LQ
JHWWLQJ LQSXW IURP ILUPV DQG VHFWRUV RQ WUDGH LVVXHV ZDV H[DFHUEDWHG E\ WKH ORZ
HFRQRPLFZHLJKWRI&DQDGDWKHOLPLWHGVWDNHVIRUPRVWDQGWKHKLJKWHFKQLFDOLW\RI
VRPH RI WKH LVVXHV DW VWDNH VXFK DV QHJDWLYH OLVWLQJ DQG LQYHVWPHQW SURWHFWLRQ
%XVLQHVV LQSXW ZDV WKHUHIRUH PRVWO\ OLPLWHG WR FKHHULQJ RQ WKH VWDUW RI QHZ
QHJRWLDWLRQV7KHRQO\PDMRUH[FHSWLRQZHUHWKHIDUPHUV·SHDNRUJDQL]DWLRQVZKLFK









WKHLU LQWHUHVWV LQ WUDGH2Q DQXPEHU RI RWKHU LVVXHV VXFK DV WKHLU VXSSRUW IRU WKH
(8·V LQVLVWHQFH RQ ODERU FODXVHV RU WKH SUHFDXWLRQDU\ SULQFLSOH WKH\ EXLOW RQ WKH
WUDGLWLRQDO SRLQWV KHOG E\ %HOJLXP DQG WKH UHJLRQVFRPPXQLWLHV LQ SDUW VLPSO\
EHFDXVH WKHUH ZDV QR UHDVRQ WR GLYHUW IURP WKHVH SRVLWLRQV ZLWK &DQDGD EXW
DUJXDEO\ DOVR EHFDXVH WKHUH ZDV SROLWLFDO VXSSRUW IRU WKHVH SRLQWV &KULVWLDQ
GHPRFUDWLFDQGVRFLDOGHPRFUDWLFSDUWLHVZHUHSDUWRI WKHJRYHUQPHQWV LQ)ODQGHUV
DVZHOO DV:DOORQLD ZKHUH (FRORZDV DOVR LQ SRZHU DQG WKH IHGHUDO JRYHUQPHQW
HYHQWKRXJKWKHSROLWLFDOVLWXDWLRQKHUHZDVYHU\PHVV\XQWLODOWKRXJKLQWKH
ODWWHU WZR WKH OLEHUDO SDUWLHV DQG LQ )ODQGHUV WKH HFRQRPLFDOO\ OLEHUDO 19$ZHUH
SUHVHQWDVZHOO*RYHUQPHQWGHFODUDWLRQVKDGRXWOLQHGWKHLUVXSSRUWIRUWKH%HOJLDQ
PL[RIH[SRUWERRVWLQJPDUNHWRSHQLQJ LQFRPELQDWLRQZLWK ¶VXVWDLQDEOH· WUDGHDQG
¶GHFHQWZRUN·
'HFLVLRQPDNHUVDOVRNQHZWKDWFLYLOVRFLHW\ZDVORRNLQJRYHUWKHLUVKRXOGHU'XULQJ
WKH QHJRWLDWLRQV D VPDOO FOLTXH RI FLYLO VRFLHW\ DFWRUV NHSW DQ H\H RQ WKH
GHYHORSPHQWVDW WKH(8 OHYHODVZHOODV WKH%HOJLDQSRVLWLRQ7KHVHZHUH WKHVDPH
RUJDQL]DWLRQV WKDWKDGEHHQFDPSDLJQLQJRQ WUDGHDQG LQYHVWPHQWVLQFH WKHV
&1&'  DQG WKH WUDGH XQLRQV XQLWHG VLQFH  LQ WKH 'HFHQW :RUN
FRDOLWLRQ ZKLFK KDG UHPDLQHG DFWLYH LQ DW WKH WLPH VRPHZKDW VOXPEHULQJ
(XURSHDQ QHWZRUNV VXFK DV 6HDWWOH WR %UXVVHOV DQG WKH (XURSHDQ WUDGH XQLRQ
IHGHUDWLRQV 'XULQJ WKH QHJRWLDWLRQV WKHVH JURXSV· WUDGH H[SHUWV VLJQDOHG WKHLU
YLJLODQFH RQ VXVWDLQDEOH GHYHORSPHQW VHUYLFHV DQG LQYHVWPHQW SURWHFWLRQ 7KHLU





YHU\ VNHSWLFDO VWDQFH QRW RQO\ IURP WKH FLYLO VHUYDQWV IRU ZKLFK WKLV ZDV D QHZ





WKH WUDGH XQLRQV DQG 1*2V 7KH\ HVSHFLDOO\ IHDUHG WKDW WKH UDWFKHWFODXVH ZRXOG
DXWRPDWLFDOO\ ORFNLQ FXUUHQW DQG IXWXUH OHYHOV RI OLEHUDOL]DWLRQ DQG SULYDWL]DWLRQ









ZHOO DV GHSHQGHQF\ RQ LWV LQIRUPDWLRQ %HOJLXP EHOLHYHG WKDW WKH (8OHYHO
H[FHSWLRQVZRXOGEHPRVWO\VXIILFLHQW,WZDVQRWDZDUHWKDWDQRWKHUPDMRUPHPEHU















EHHQ PRGLILHG WR DOVR LQWURGXFH VRPH V\PEROLF ODQJXDJH RQ VXVWDLQDEOH
GHYHORSPHQW 6LQFH WKH V WKHVH %,7V KDG LQFRUSRUDWHG KLJKO\ DFFHVVLEOH EXW
VHOGRPXVHG ,6'6SURYLVLRQV:KHQ WKH&RPPLVVLRQSURSRVHG WKH DGGLWLRQRIDQ










ZKLFKKDG LQDOVR VXFFHHGHGDWJHWWLQJ WKHUHJLRQV VWDUWLQJZLWK)ODQGHUV WR
GURS WKH%,7ZLWK&RORPELDEHFDXVHRI LWV LQVXIILFLHQW ODERUFODXVHVDQGZKLFKLQ
VXSSRUWHG(8OHYHOFDPSDLJQVRQWKH(8PRGHO%,7+RZHYHUWKLVVKRXOGQRW
EH RYHUHVWLPDWHG WKHLU FDPSDLJQOREE\LQJ DFWLYLW\ UHODWHG WR WKH (8 LQYHVWPHQW
WUHDWLHV ZDV OLPLWHG DQG RQO\ IRFXVHG RQ &(7$ LQ WKH PDUJLQV 7KH\ KDG EHHQ
XQVXFFHVVIXOO\ SXVKLQJ IRU D FKDQJH LQ WKH %HOJLDQ %,7V IRU GHFDGHV DQG IRUFLQJ
%HOJLXP WR ERWK GHYLDWH IURP LWV WUDGLWLRQDO VWDQFH ZKLOH DOVR WDNLQJ LQ D PRUH
GLIILFXOW DQG LVRODWHG SRVLWLRQ LQ WKH &RXQFLO ZRXOG DUJXDEO\ KDYH UHTXLUHG WKLV
GRVVLHUWREHIDUPRUHSROLWLFL]HGWKDQLWZDVDWWKHWLPH
2Q WKH ZKROH WKH DJUHHPHQW ZDV JHQHUDOO\ ORZFRQIOLFW HYHQ WKRXJK WKHUH ZHUH
PDQ\LQWHUQDOGLVFXVVLRQVRQQHJDWLYHOLVWLQJ
2YHU WKH FRXUVH RI  WKH VWDUWXS RI WKH 77,3 QHJRWLDWLRQV FKDQJHG WKLV TXLHW
FRQWH[W 7KH 1*2V WKDW KDG ORQJ EHHQ GLVVDWLVILHG ZLWK WKH (8·V WUDGH DQG









IDYRU ILUVWZLWK IHGHUDODQGUHJLRQDOHOHFWLRQVFRPLQJXSDQGZLWK WKH FUHDWLRQRI
DV\PPHWULF JRYHUQPHQW LQ  $ YHU\ DFWLYH FDPSDLJQ GXULQJ WKH HOHFWLRQV LQ
FRPELQDWLRQZLWKWKLVIRUWXLWRXVSROLWLFDORXWFRPHOHGWRHDUO\VXFFHVVHVLQOREE\LQJ
WKH:DOORRQSDUWLHVDQG ODWHU LWVJRYHUQPHQWVEXW DOVR WRD VWURQJZLOOLQJQHVV WR
HQJDJH ZLWK WKLV WRSLF IURP (FROR ZKLFK ZDV QRZ XQOHDVKHG IURP LWV IHGHUDO
FRQVWUDLQWV 7RJHWKHUZLWK WKH ULVH RI WKH 37%ZKLFKZDV DW ILUVW QRW DFWLYH LQ WKH
WUDGH GHEDWHV EXWZKLFKZDV SXVKLQJ WKH 36 WR WKH OHIW WKLV LPPHGLDWHO\ OHG WR D
IOXUU\ RI SDUOLDPHQWDU\ DFWLYLW\ RQ 77,3 0HDQZKLOH WKH &62 FDPSDLJQ NHSW





NHSW VZHOOLQJ DQG HYHQWXDOO\ LQFOXGHG VRPH RI WKH ODUJHVW SLOODUV RI %HOJLDQ FLYLO
VRFLHW\DXQLTXHO\XQLILHGIURQWRIWKHKHDOWKIXQGVWKHFRQVXPHUV·RUJDQL]DWLRQWKH
WUDGH XQLRQV GHYHORSPHQW 1*2V IDUPHUV· JURXSV 60(V KXPDQ ULJKWV
RUJDQL]DWLRQVDQGMXVWDERXWDOORI:DOORQLD·VSURJUHVVLYHFLYLOVRFLHW\,WVXFFHHGHG
DW JDUQHULQJ DQ LQFUHDVLQJ DPRXQW RI IDYRUDEOH SXEOLF DQG SUHVV DWWHQWLRQ ZKLOH
FRQWLQXRXVO\ GHOLEHUDWLQJ ZLWK:DOORQLD·V H[HFXWLYH DQG SURJUHVVLYH SDUWLHV LQ DOO
SDUOLDPHQWV ² LQFOXGLQJ DOVR WKH 36· 0(3 LQ ,17$ 0DULH $UHQD ,Q )ODQGHUV
KRZHYHUWKHFDPSDLJQUHPDLQHGODFNOXVWHU
&RXQWHUIDFWXDOO\ LWZRXOG KDYH EHHQ YHU\KDUG IRU WKH36 DQG FG+ WR LJQRUH WKLV
SUHVVXUHDOWKRXJKLWPLJKWKDYHSOD\HGRXWYHU\GLIIHUHQWO\LIWKH\KDGEHHQLQWKH
IHGHUDOJRYHUQPHQWDQGLIWKH\KDGIHOWPRUHVHFXUHRIWKHLUHOHFWRUDOIRUWXQHV%XWLQ










ZKHQ WKH WUHDW\ZDV GHVLJQDWHGPL[HG LW ZDV FOHDU WKDW WKHUHZRXOG EH D VRUW RI









 VFUDPEOHG WR FRPHXSZLWK D UHVSRQVH 7KLVZDV QRW DQ HDV\ WDVN$OWKRXJK
&(7$·V YDOXH IRU %HOJLDQ ILUPV ZDV DV VXFK OLPLWHG VHYHUDO VHFWRUDO DQG SHDN
DVVRFLDWLRQV IHDUHG WKDW &(7$·V GHPLVH ZRXOG VHYHUHO\ KDPSHU WKH FRQFOXVLRQ RI


RWKHU IXWXUH )7$V <HW WKH\ VWUXJJOHG WR HQJDJH WKHLUPHPEHU ILUPV ZKLFKZHUH
RIWHQ QRW LQWHUHVWHG RU KDG QR WDVWH IRU D SXEOLF VNLUPLVK ZHUH QRW SUHSDUHG WR










































































































































































































































































































































WKDW %HOJLDQ FRPSDQLHV KDYH SDUWLFLSDWHG DV FODLPDQWV LQ DQWLGXPSLQJ
LQYHVWLJDWLRQVZLWKVRPHUHJXODULW\EXW%HOJLXPKDVQHLWKHUDOZD\VVXSSRUWHGQRU
RSSRVHGPHDVXUHV
$FFRUGLQJ WR WKH )2' (FRQRPLH WKH SDUWLHV LQYROYHG LQ DQWLGXPSLQJ OREE\LQJ
KDYHPRVWO\EHHQILUPVHLWKHU LQGLYLGXDOO\RU LQJURXSDQGVHFWRUDOIHGHUDWLRQV
$FFRUGLQJ WRP\ LQWHUYLHZHHV WKHGRPLQDQWJURXSV KDYHEHHQ WKRVH UHSUHVHQWLQJ
FRQFHQWUDWHG SURGXFHU LQWHUHVWV ² LQ SDUWLFXODU IURP WKH VWHHO DQG FKHPLFDO
LQGXVWULHV7KHVHDUHYHU\ZHOORUJDQL]HGDWWKH(XURSHDQOHYHODQGKDYHWKHPHDQV
DQGSHUVRQQHO WRSUHSDUH UHTXHVW DQGNHHS WUDFNRI DQWLGXPSLQJPHDVXUHV7KH\
ZLOOJHW LQ WRXFKZLWK WKH&RPPLVVLRQ ILUVW ¶DFWLYDWLQJ· WKHLUQDWLRQDO OREE\HIIRUWV
HJ WKURXJK %HOJLDQ ILUPV RU DIILOLDWHV RQO\ DIWHU WKH LQYHVWLJDWLRQ KDV EHHQ
ODXQFKHG ¶'LIIXVH· LQWHUHVWV KDYH D KDUGHU WLPH ODXQFKLQJ FDVHV DQG GRLQJ WKH
QHFHVVDU\ OREE\ZRUN ,QWHUYLHZ  )2' (FRQRPLH   $OO RI WKLV LV LQ
DFFRUGDQFHZLWK WKH WUDGLWLRQDO SROLWLFDO HFRQRP\ OLWHUDWXUH UHYLHZHG LQ WKHPHVR
WKHRUHWLFDO FKDSWHU LQFOXGLQJ WKH IDFW WKDW JOREDO VRXUFLQJ KDV EHHQ D GLVUXSWLQJ




E\%HOJLXPDW OHDVWQRWZKHQFRPSDUHG WR WKH1HWKHUODQGVEXW WKDW LWZDVRIWHQ
SXVKHG E\ DFWRUV ZKRVH FKDUDFWHULVWLFV ZHUH LQ OLQH ZLWK WKH W\SLFDO SURILOH RI
VXFFHVVIXODQWLGXPSLQJSHWLWLRQHUV ODUJHFRQFHQWUDWHG LQGXVWULHV IDFLQJDGLIILFXOW
HFRQRPLFFRQWH[W,QFRPELQDWLRQZLWKWKHHPSKDVLVWKDWWKHDQWLGXPSLQJOLWHUDWXUH
JHQHUDOO\ SODFHV RQ WKH UROH RI OREE\LQJ LQ GHWHUPLQLQJ PHPEHU VWDWHV·  SRVLWLRQ
1RUGVWU|P  <RXQJ 	 3HWHUVRQ  , ZRXOG WKHUHIRUH H[SHFW WKDW WKH











0RVW39 LQVWDOODWLRQV DQG ILUPVDUH VLWXDWHG LQ)ODQGHUVZKLFK LQDFFRXQWHG
IRU  RI %HOJLDQ VRODU FDSDFLW\ 6XEVLGLHV ZHUH UHVSRQVLEOH IRU LQFUHDVLQJ WKH
DPRXQWRIUHVLGHQWLDO39LQVWDOODWLRQVLQ)ODQGHUVIURP]HURLQWRLQ
DQGLQ7KLVPHDQVRI)OHPLVKIDPLOLHVKDGLQVWDOOHGVRODUSDQHOVE\




$ UHSRUW E\ WKH ,QWHUQDWLRQDO (QHUJ\$JHQF\ HVWLPDWHG WKDW WKHUHZHUH DERXW 
GLUHFWDQGLQGLUHFWMREVLQ%HOJLDQ39LQ,QWHUQDWLRQDO(QHUJ\$JHQF\
 $QRWKHU UHSRUW FDPH XS ZLWK KLJKHU ILJXUHV HVWLPDWLQJ DERXW  MREV LQ
LQVWDOOLQJUHQHZDEOHVPRVWO\39LQVREHIRUHWKHVHFRQG39ERRPDQGDERXW
 MREV LQ 39 PDQXIDFWXULQJ LQ  ,'($ &RQVXOW  $OO MREV LQ 39
PDQXIDFWXULQJKDGKRZHYHUDFFRUGLQJWRVRXUFHVDWWKHPLQLVWU\DQGUHSRUWVLQWKH
SUHVVGLVDSSHDUHGE\ ,QWHUYLHZ)2'(FRQRPLH 7KHUHZHUH VWLOO
VRPHXSVWUHDPUDZPDWHULDOV5	'ILUPVDFWLYHLQWKHVRODUYDOXHFKDLQLQ%HOJLXP
KRZHYHU WKLV LQFOXGHG ODUJH FKHPLFDO ILUPV OLNH 6ROYD\ 'RZQ &RUQLQJ DQG
8PLFRUHWHFKPDQXIDFWXUHUVOLNH0DQG$JID*HYDHUWDQGWKHVRODUJODVVSURGXFHU




































&OHDUO\ LPSRUWV IURP WKH(8DVZHOO DV&KLQDKDGYDVWO\ LQFUHDVHG VLQFH 
-XGJLQJ IURP LPSRUW GDWD ZKLFK H[FOXGHPHUH WUDQVLW WUDGH VRODU VHHPV WR KDYH
EHFRPHLQFUHDVLQJO\GHSHQGHQWRQ&KLQD LQ WKHSHULRG44DW OHDVW
RISDQHOVZHUHLPSRUWHGIURP&KLQDE\+RZHYHU WKHVHGDWDFDQVWLOOEH
PLVOHDGLQJ EHFDXVH SDQHOV PD\ KDYH DOUHDG\ SDVVHG WKURXJK RWKHU (XURSHDQ
FRXQWULHVWKHUHE\PLVUHSUHVHQWLQJWKHSHUFHQWDJHRI(8VRXUFLQJ$OOLQDOOLWVHHPV
VDIHWRFRQFOXGHWKDWWKHLPSRUWHGYDOXHRIVRODUSDQHOVKDGPRUHWKDQTXLQWXSOHGLQ
WKH VSDFH RI IRXU \HDUV HYHQ DV SULFHV IHOOZKLOH%HOJLDQ GRPHVWLFPDQXIDFWXULQJ
GLVDSSHDUHGDQGWKDW&KLQHVHSURGXFWVWRRNXSDVXEVWDQWLDOSDUWRIWKLVWUDGH,H
%HOJLDQ LPSRUWHUV DQGXVHUV LQVWDOOHUV FRQVXPHUV RI VRODUSDQHOV DUJXDEO\ KDG D
VWDNHLQVDIHJXDUGLQJWKLVLQIORZ
2YHUWKHFRXUVHRIWKHGLVSXWH&KLQDODXQFKHGDQXPEHURIDQWLGXPSLQJDFWLRQV
WR UHWDOLDWH DJDLQVW WKH(XURSHDQPHDVXUHV DJDLQVW ILWWHG VWHHO WXEHV VRODU VLOLFRQ
ZLQH DQG D FHUWDLQ FKHPLFDO XVHG LQZDVKLQJSURGXFWV$V D URXJK LQGLFDWRURI WR
ZKDW H[WHQW WKHVH DFWLRQV KDG WKH SRWHQWLDO WR KDUP %HOJLDQ ILUPV , FKHFNHG WKH
UHODWLYH LPSRUWDQFHRIH[SRUWV WR&KLQD,WDSSHDUVWKDWQRQHRIWKHVHVHFWRUV· WUDGH
ZLWK&KLQDZHUHYHU\LPSRUWDQWLQ%HOJLXP7KHRQO\ILUPWKDWZDVSHUKDSVWRXFKHG
GLUHFWO\ ZDV WKH FKHPLFDO PXOWLQDWLRQDO 6ROYD\ ZKRVH )UHQFK VXEVLGLDU\ ZDV
WDUJHWHG LH LW ZDV H[SOLFLWO\ WDNHQ XS LQ WKH &KLQHVH $'WDULII E\ WKH PHDVXUH
DJDLQVWWHWUDFKORURHWK\OHQH7KHDJJUHJDWHH[SRUWVWR&KLQDZHUHDOVRMXVWRIWRWDO
H[SRUWV LQDOWKRXJK WKH LPSRUWDQFHRI WKH&KLQHVHPDUNHWKDGGRXEOHGVLQFH

-XGJLQJ IURP WKHVH ILJXUHV , EHOLHYH ZH VKRXOG QRW KDYH H[SHFWHG WR VHH
SURWHFWLRQLVW OREE\LQJ EHFDXVH RI WKH DSSDUHQW DEVHQFH RI %HOJLDQ SURGXFHUV2Q
WKHFRQWUDGXWLHVIURQWWKHSLFWXUHLVPRUHDPELJXRXV-XVWOLNHLQWKH1HWKHUODQGV
WKLVVHFWRU LVODUJHO\SRSXODWHGE\VPDOODQGWLQ\ILUPVDQGWKHUHZDVQRUHDVRQWR



















KDYH OREELHG RQ WKHLU EHKDOI0RUHRYHU WKHPHDVXUHV SRVHG D FOHDU DQG DUJXDEO\
GHIHQVLYHWKUHDWIRUWKHLUFRPSDQLHVVLQFHWKH\ZHUHJRLQJWRDIIHFWRQHRIWKHLUPDLQ
LQSXWVLQDSUHGLFWDEOHDQGQHJDWLYHZD\,IWKH\GLGPDQDJHWROREE\LQXQLVRQLW·V
OLNHO\ WKDW WKH\SRVVHVVHG FRQVLGHUDEOH OHYHUDJH DV UHSUHVHQWDWLYHV RI WKRXVDQGVRI
GLUHFWO\DIIHFWHGMREV
6HFRQGO\ QRQEXVLQHVV DFWRUV 1*2V FRQVXPHU RUJDQL]DWLRQV « KDYH EHHQ
DOPRVW FRPSOHWHO\ DEVHQW IURP DQWLGXPSLQJ SROLWLFV 7KH RQO\ SDUWLDO H[FHSWLRQ
KDYH EHHQ WKH WUDGH XQLRQV $OWKRXJK WKH\ KDYH QHYHU WULHG WR LQWHUIHUH ZLWK D
VSHFLILFFDVHWKH\KDYHDWWLPHVSXEOLVKHGVWDWHPHQWVFRQFHUQLQJODUJHUGRVVLHUVIRU
H[DPSOHRQ&KLQD·VPDUNHWHFRQRP\VWDWXVRU WKH WH[WLOH ¶ZDUV·%XW WKLVZRUNKDV
PRVWO\ EHHQ OHIW WR WKHLU (XURSHDQ IHGHUDWLRQV DQG WKH\ KDG QHYHU EHHQ LQ WRXFK







E\ VHFWRUDO IHGHUDWLRQV DQG LQGLYLGXDO ILUPV 7KH FURVVVHFWRUDO 9%2 ZDV QRW
LQYROYHG ZLWK WKLV GRVVLHU VLQFH LW GRHVQ·W FRQFHUQ LWVHOI ZLWK LQGLYLGXDO DQWL
GXPSLQJFDVHV,QWHUYLHZ9%2





WKH GXPSLQJFDVH EXW WKH\ GLG UHFHLYH ZRUG RI LW EHIRUH LW ZDV GLVFXVVHG LQ WKH
PHGLDWKH\ZHUHDOVRFRQWDFWHGE\WKHFDELQHWRIWKHQ(8FRPPLVVLRQHUIRUWUDGH'H
*XFKWWRVSHDNDERXWWKHFDVH,QWHUYLHZ399ODDQGHUHQ
7KH %HOJLDQ WHFKQRORJLFDOLQGXVWULDO IHGHUDWLRQ $JRULD DOVR JRW LQYROYHG LQ WKH
GLVSXWH7KH\NHSWFORVHWUDFNRI(8DQWLGXPSLQJSROLF\DQGKDGLQWKHSDVWEHHQ
LQYROYHG LQ VXSSRUWLQJ ERWKPHPEHUV WKDWZHUH UHTXHVWLQJ DQWLGXPSLQJ FDVHV DV
ZHOO DVPHPEHUV ILJKWLQJ WKHP7KH\PDGH D FDVHE\FDVHGHFLVLRQZKHWKHU WR JHW
LQYROYHG RU QRW ,Q VRODU SDQHOV WKH\ FRXOG QRW IXOO\ UHFDOO KRZ WKH\ ILUVW EHFDPH
DZDUH RI WKH GLVSXWH DOWKRXJK LW EHFDPH PHGLDWL]HG YHU\ UDSLGO\ DQG WKHLU
LQYROYHPHQWUHPDLQHGOLPLWHGWRD¶SULQFLSOHG·VWDQFHEHFDXVHWKH\GLGQRWKDYHYHU\
VSHFLILF ¶WHFKQLFDO· LQWHUHVWV WR GHIHQG LQ WKLV FDVH %HOJLXP·V UHPDLQLQJ 39
SURGXFHUVZHUHDFWLYHLQQLFKHPDUNHWV7KHUHIRUHWKH\GLGQRWSHUIRUPDQ\UHDO
UHVHDUFK RI WKH VHFWRU WR VHHZKDW HIIHFWVPHDVXUHVZRXOGKDYH RUZKHWKHU LWZDV













WKHDQWLGXPSLQJFDVHEXW LW VHHPVOLNHO\ WKDW WKH\ZHUH LQIRUPHGE\ WKHLUEUDQFK
RUJDQL]DWLRQDWDTXLWHHDUO\VWDJH

$PRQJ WKH FLYLO VRFLHW\ RUJDQL]DWLRQV LW VHHPV WKDW %RQG %HWHU /HHIPLOLHX D
)OHPLVKHQYLURQPHQWDO1*2ZDV WUDFNLQJ WKHFDVHD OLWWOH VLQFH LWSXWXSD VPDOO
QHZVXSGDWHDERXWWKHFDVHRQLWVZHEVLWHLQ,WGLGVRZLWKRXWDQ\FRPPHQWDU\
KRZHYHU DQG WKHUH ZDV QRWKLQJ WR EH IRXQG RQ WKH ZHEVLWHV RI 7HVW$DQNRRS
*UHHQSHDFH RU WKH 9ODDPVH :RRQUDDG $Q LQWHUYLHZ ZLWK RQH WUDGH XQLRQ
FRQILUPHGWKDWWKH\KDGVHOGRPZRUNHGRQLQGLYLGXDOFDVHV WKH\GLGQRWKDYH WKH
H[SHUWLVHRUWKHPHDQVWRGRVR7KHRQO\H[FHSWLRQVZHUHWKHELJVHQVLWLYHGRVVLHUV
OLNH VWHHODQG0(6 ,QWHUYLHZ$&9%HFDXVH WKH FLYLO VHUYLFH DQGPLQLVWHU
9DQGH/DQRWWHLQSDUOLDPHQWVHHEHORZFODLPHGWKDWWKH\KDGQRWKHDUGIURPDQ\
1*2WUDGHXQLRQRUFRQVXPHUV·RUJDQL]DWLRQ,WKLQNLWLVVDIHWRFRQFOXGHWKDWWKH
PHFKDQLVP IDOOV VKRUW HLWKHU DW WKLV VWDJH RU WKH QH[W FRPLQJ WR D SRVLWLRQ
FRPPXQLFDWLQJ WKLVSRVLWLRQQRRQHZDVSD\LQJDWWHQWLRQ WRGXPSLQJ LQVRODURU
EHOLHYHGWKH\QHHGHGZHUHDEOHWRLQIOXHQFHWKH%HOJLDQSRVLWLRQKHUH





















:LWKLQ 39 9ODDQGHUHQ WKHUH ZHUH LQWHUQDO GLVFXVVLRQV DERXW WKH PHULWV RI $'
WDULIIV$PRQJWKHGLVWULEXWRUVWKHUHZHUHDIHZPHPEHUVWKDWZHUHPRVWO\RIIHULQJ
(XURSHDQ SDQHOVZKLOH RWKHUV DOVR VROG&KLQHVH SDQHOV WKH ILUVW JURXS VXSSRUWHG
PHDVXUHVZKLOHWKHODWWHURSSRVHGWKHP7KH\GLGQRWUHSUHVHQWDQ\UHDOSURGXFHUV
H[FHSW IRU 3KRWRYROWHFK DQG WKH\ SOHDGHGKHDYLO\ LQ IDYRU RI$' DOVRZLWKLQ 39
9ODDQGHUHQ +RZHYHU ZKHQ 3KRWRYROWHFK GLVVDSHDUHG 2FWREHU  VR GLG WKH
ELJJHVWSURSRQHQWRIPHDVXUHV7KHUHZHUH DOVR VRPH%HOJLDQSURGXFHUV WKDWZHUH
DFWLYH LQ FHUWDLQ QLFKHV EXLOGLQJ LQWHJUDWHG 39 WKDW WHQGHG WR RSSRVH WKH FKHDS
LPSRUWV RI FODVVLFSDQHOV EHFDXVH WKLVZRXOG LQFUHDVH WKHSULFHGLIIHUHQFHEHWZHHQ
FODVVLFVRODU LQVWDOODWLRQVDQGWKHLUEXLOGLQJLQWHJUDWHGSURGXFW6RWKH\DOVRWHQGHG
WR VXSSRUW $' 7KLV ZDV GHEDWHG LQ VRPH LQWHUQDOPHHWLQJV DQG HYHQWXDOO\ WKH\
GHFLGHG QRW WR WDNH LQ DQ H[SOLFLW SRVLWLRQ EHFDXVH WKH\ ZHUH XQDEOH WR UHDFK D
FRQVHQVXV  RI WKH PHPEHUV ZDV DJDLQVW PHDVXUHV WKH UHVW ZDV LQ IDYRU 39
9ODDQGHUHQWKHUHIRUHWULHGWRVLGHVWHSWKLVGLVSXWHDQGGLGQRWWDNHDIRUPDOSRVLWLRQ
7KH\ FODLPHG WKDW WKH\ DOZD\V WULHG WR WDNH LQ D QXDQFHG SRVLWLRQ LQ WKHLU SXEOLF
SRVLWLRQV,QWHUYLHZ399ODDQGHUHQ
+RZHYHU WKLV VHHPV LQ FRQWUDGLFWLRQ ZLWK WKHLU DFWXDO VWDWHPHQWV LQ WKH )OHPLVK
SUHVV
)RU LQVWDQFH LQ 'H 7LMG DQG *D]HW YDQ $QWZHUSHQ WKH\ ZHUH TXRWHG DV EHLQJ
XQKDSS\ ZLWK WKH &RPPLVVLRQ·V SURYLVLRQDO GXW\ LPSRVHG LQ -XQH  &KLQHVH
VRODUSDQHOVDFFRXQWHGIRURIWKHPDUNHWDQGWKH\ IHDUHGWKDWDQLPSRUWWDULII
ZRXOG IXUWKHU LQFUHDVHSULFHV ¶:H·UH FRXQWLQJ RQD SULFH KLNH RI  ,I WKH WDULII RI
 LV LPSRVHG WKH SULFH LQFUHDVH IRU FRQVXPHUVZLOO EH RYHU  7KH ODVW IHZPRQWKV
PDQ\ %HOJLDQ LQVWDOOHUV KDYH DOUHDG\ UDLVHG WKHLU SULFH RXW RI SUHFDXWLRQ IRU WKH FRPLQJ
LPSRUWOHY\:HWKLQNWKHWDULIILVDEDGLGHD·,QDQDFFRPSDQ\LQJVWDWHPHQWVHQWRXW
WR WKH SUHVV DQG SXEOLVKHG RQ WKHLU ZHEVLWH WKH\ DUJXHG WKDW WKH VXSSRUW
PHFKDQLVPVLQ)ODQGHUVJUHHQFXUUHQWFHUWLILFDWHVZHUHEDVHGRQORZHUHVWLPDWHVRI
&KLQHVH SULFHV LI D WDULII RI  ZDV UDLVHG WKLV ZRXOG EH D UHDO SUREOHP IRU
LQVWDOOHUV6LQFHWKHEHJLQQLQJRIWKH)OHPLVK39PDUNHWKDGPRUHRYHUJURXQG
WRDKDOWPDQ\LQVWDOOHUVKDGKDGWRGRZQVL]HRUKDGJRQHEDQNUXSW7KHLQVHFXULW\
UHODWHG WR SRVVLELOLW\ RI WDULIIV ZDV YHU\ GDPDJLQJ DQG ZDV OHDGLQJ WR D
SRVWSRQHPHQW RU DQQXODWLRQ RI LQYHVWPHQWV 7KH WDULIIV ZHUH PRUHRYHU QRW MXVW
GDPDJLQJ LQVWDOOHUV DQG GLVWULEXWRUV EXW DOVR WKH SRUWV DQG ORJLVWLFDO ILUPV 7KH\
WKHUHIRUHFDOOHGRQWKH)OHPLVKDQGIHGHUDOJRYHUQPHQWVWRVDIHJXDUGVRODUHQHUJ\
ZKLFKZDV QRW RQO\ SURGXFLQJ HFRQRPLF JDLQV EXW DOVR D NH\ VHFWRU IRU DWWDLQLQJ
%HOJLDQUHQHZDEOHHQHUJ\JRDOV399ODDQGHUHQ7KH\ZHUHSOHDVHGZLWKWKH
SULFHXQGHUWDNLQJKRZHYHU7KH\EHOLHYHGWKDWWKHDFFRUGQHJRWLDWHGZLWK&KLQDLQ












DJUHHGPLQLPXPZDVHTXDO WR WKHSULFH WKH\KDGDOUHDG\EHHQFKDUJLQJ DQG WKH\
ZHUH KDSS\ WKLV VRXUFH RI XQFHUWDLQW\ ZKLFK KDG EHHQ KDUPLQJ WKHLU EXVLQHVV
ZRXOGQRZYDQLVK ¶,Q RQ]H VHFWRU LVQRRGDDQ ]HNHUKHLG HQ VWDELOLWHLW:H]RXGHQJUDDJ
HHQVZHUNHQ]RQGHUSROLWLHNHLQPHQJLQJ

$IWHU , SUHVHQWHG P\ VRXUFH ZLWK WKHVH VWDWHPHQWV KH DFNQRZOHGJHG WKDW LW GLG
DSSHDU WKDW 399ODDQGHUHQKDG LQ IDFW WDNHQ D FOHDU SRVLWLRQ RQ WKHPHDVXUHV+H
DGGHG WKDW WKH WH[WV GDWHG IURP D PRPHQW ZKHQ LW ZDV DOUHDG\ WRR ODWH IRU WKH
SURGXFHUVRI39LQ)ODQGHUV(0DLO399ODDQGHUHQ
$FFRUGLQJ WR WKH PLQLVWU\ WKHUH ZDV DOVR OREE\LQJ E\ JURXSV RI LPSRUWHUV DQG
LQVWDOOHUV ,I WKLVZDVQRWSHUIRUPHGE\399ODDQGHUHQ DV WKH\ FODLP VHH DERYH
WKHQWKHVHILUPVPXVWKDYHDFWHGHLWKHULQGLYLGXDOO\RULQJURXSLQDQ\FDVHRXWVLGH
RIWKHVFRSHRIWKHLUVHFWRUDODVVRFLDWLRQ$V,VKRZHGDERXWWZHQW\VXFKILUPVZHUH
SDUW RI$)$6( ² WKLV JURXSPD\ KDYH VHQW LWV ORFDO UHSUHVHQWDWLYHV WR WKH %HOJLDQ
JRYHUQPHQWDVZHOO7KHSRVLWLRQRI WKH LQGLYLGXDO ILUPVDVZHOODV WKHDVVRFLDWLRQ
WKDW FRQWDFWHG WKH PLQLVWU\ ZHQW DV IROORZV WKH\ DUJXHG WKDW WKH GXWLHV ZRXOG
LQFUHDVHWKHLUFRVWVDWDYHU\LQRSSRUWXQHWLPHVLQFHWKHSKDVHRXWRIVRODUVXEVLGLHV
KDGUHFHQWO\GHSUHVVHGWKHSKRWRYROWDLFPDUNHWHVSHFLDOO\LQ)ODQGHUV'XWLHVZRXOG
LPSRVH DQ DGGLWLRQDO EXUGHQ RQ WKHVH VWUXJJOLQJ ILUPV DQG OHDG WR MRE ORVVHV
0RUHRYHU WKH LPSRUWHUV DUJXHG WKDW (XURSHDQ VRODUFHOOV ZHUH QRW RQO\ WRR
H[SHQVLYH WKHLU VXSSO\ZDVDOVR WRR VFDUFH WRPHHWFXUUHQWGHPDQG7KH\FODLPHG




7KH RQO\ RWKHU IHGHUDWLRQ WKDW WRRN D SXEOLF SRVLWLRQ LQ WKH )OHPLVK DV ZHOO DV
)UHQFKVSHDNLQJSUHVVZDV$JRULDZKLFKZDVLQIDYRURIWKHPHDVXUHV$OWKRXJKLW




ILUPV WKDW DUH ZRUNLQJ RQ WKH GHYHORSPHQW RI QHZ VRODU SDQHO WHFKQRORJ\µ WKH\ DOVR
VXVSHFWHG WKH&KLQHVHZHUHGXPSLQJ LQ RWKHU VHFWRUV DQGKRSHG WKH&RPPLVVLRQ
ZRXOG LQYHVWLJDWH RWKHU SDUWV RI WKH VRODU FKDLQ DVZHOO /·(FKR SXEOLVKHG WKHLU
SUHVVUHOHDVHZKLFKDUJXHGWKDWWKHGXPSLQJRI&KLQHVHVRODUSDQHOVZDVVNHZLQJ
FRPSHWLWLRQDQGKDUPLQJLQQRYDWLRQ7KH\EHOLHYHGWKDWWKHUHZDVSRWHQWLDOIRUWKH
GHYHORSPHQW RI D %HOJLDQ 39SURGXFWLRQ EXW WKDW WKH ILUPV WKDW ZHUH DW WKH WLPH
GHYHORSLQJ QHZ SKRWRYROWDLF WHFKQRORJ\ IRU H[DPSOH LQ WKH LQWHJUDWLRQ RI 39 LQ
EXLOGLQJPDWHULDOV 8PLFRUH OVVRO 5H\QDHUV $OXPLQXP:LHQHUEHUJHU HQ OO9O(&
ZRXOG QRW EH DEOH WR IORXULVK LI WKH SULFHV RI VRODU SDQHOV ZHUH GRPLQDWHG E\
GXPSLQJ7KH\ZRXOGEHRXWFRPSHWHGE\ORZHQGEXONSURGXFWVVROGDWDUWLILFLDOO\
ORZSULFHV7KHDUJXPHQWDOVRXVHGE\WKHPLQLVWHURIHFRQRPLFVWKDWDQWLGXPSLQJ
PHDVXUHV ZRXOG KDUP LQVWDOOHUV KDV QRW EHHQ SURYHQ DQG VKRXOG WDNH LQWR











DGGHG WKDW WKH\ EHOLHYHG*HUPDQ\·V SURWHVWVZHUH ¶SROLWLFDO· SURGXFHG E\ IHDU RI
&KLQD DQG WKDW WKH FRXQWU\ ZDV KDUPLQJ LWV ORFDO SURGXFWLRQ DQG GLVDUPLQJ WKH
&RPPLVVLRQ,WVHHPVWKH\GLGQRWUHVSRQGWRWKHSULFHGHDO
:K\GLG$JRULDWDNHWKLVSRVLWLRQ"$FFRUGLQJWRP\VRXUFHWKH\ZDQWHGWRWDNHD
SULQFLSOHGVWDQFHLQGHIHQVHRISURGXFHUV· LQWHUHVWVQRWDEO\ LQUHODWLRQ WR&KLQD,Q
WKH WHFKQRORJLFDO LQGXVWULHVSROLF\PDNHUVQHHGHG WRPDNH VXUH WKDW&KLQDZDVQ·W
V\VWHPDWLFDOO\ RXWFRPSHWLQJ WKHP DQG RYHUWDNLQJ VHFWRU DIWHU VHFWRU 7KLV ZDV
HVSHFLDOO\ QHFHVVDU\ LQ VHFWRUV WKDW ZHUH VWLOO LQ IXOO GHYHORSPHQW VXFK DV WKH 39
PDUNHW ,W ZDV YLWDO WKDW (XURSH PDLQWDLQHG LWV RZQ SURGXFWLRQ RI VRODU SDQHOV
EHFDXVHWKLVZDVWKHRQO\ZD\WRDOVRUHPDLQSDUWRIWKHWHFKQRORJLFDOFXWWLQJHGJH
WR DOVR SURGXFH (XURSHJURZQ LQQRYDWLRQ ZLWKRXW DQ LQGXVWULDO EDFNERQH WR
SURGXFHVRODUSDQHOVQR ILUPVZRXOGEHDEOH WR LQQRYDWH LQ WKLVSURGXFWLRQHLWKHU
+RZHYHU$JRULD SUHVHQWHG WKLVPRUH OLNH D JHQHUDOZDUQLQJ IRU GHFLVLRQPDNHUV
UDWKHUWKDQDVSHFLILFLQWHUHVWRIWKHLUPHPEHUVKLS,QWHUYLHZ$JRULD
,ZDVXQDEOHWRILQGDQ\WUDFHRI1*2V·FRQVXPHURUJDQL]DWLRQV·RUWUDGHXQLRQV·










$OWKRXJK WKHUH PLJKW EH VRPH FRPPXQLFDWLRQ ZLWK IRUHLJQ DIIDLUV LI D FDVH LV
H[WUHPHO\VHQVLWLYHWKH%HOJLDQSRVLWLRQLVJHQHUDOO\GHFLGHGRQE\WKHPLQLVWHURI
HFRQRPLFV +LV PLQLVWU\ KDQGOHV LQGLYLGXDO FDVHV DV IROORZV ,QWHUYLHZ  )2'
(FRQRPLH,QWHUYLHZ)2'(FRQRPLH
:LWKLQ WKH PLQLVWU\ LH DW WKH DGPLQLVWUDWLYH OHYHO WKHUH LV D VHFWLRQ FDOOHG WKH
¶*HQHUDO'HSDUWPHQWIRU(FRQRPLF$QDO\VLVDQG,QWHUQDWLRQDO(FRQRPLFV·7KHUHDUH
WKUHH VXEVHFWLRQV QDPHO\ ¶HFRQRPLF HQYLURQPHQW· ¶VHFWRUDO HQYLURQPHQW· DQG












DQWLGXPSLQJ XQLWZLOO VWDUW FRPSRVLQJ LWV RZQ SUHOLPLQDU\ UHSRUW GRHV%HOJLXP
KDYH D VWDNH LQ WKH LQYHVWLJDWHG VHFWRUV DUH DQ\ %HOJLDQ ILUPV LQYROYHG ZLOO WKH
&RPPLVVLRQ SURSRVH GXWLHV" 7KLV UHSRUW LV QHHGHGEHFDXVH %HOJLXPZLOO EH JLYHQ
RQO\WZRZHHNVWRDQDO\]HWKH&RPPLVVLRQ·VSURSRVDODIWHU'*7UDGHFRPSOHWHVLWV
LQYHVWLJDWLRQ 7KLV ZRXOG QRW EH HQRXJK WLPH WR GR DQ\ NLQG RI DGHTXDWH
DQDO\VLVFRQVXOWDWLRQ VR WKH\ SUHSDUH LW LQ DGYDQFH ,PPHGLDWHO\ DQ DXWRPDWLF
QRWLILFDWLRQRIWKLVQHZLQYHVWLJDWLRQLVVHQWDURXQGYLDDQHZVOHWWHU6HFRQGO\WKH
¶VHFWRUDO FHOO· LV FRQWDFWHG ZKLFK SURGXFHV WKH QHFHVVDU\ HFRQRPLF EDFNJURXQG
ZKLFK %HOJLDQ ILUPVPLJKW EH WRXFKHG E\ WKH SRWHQWLDO GXW\ZKLFK VHFWRUV DUH WR
JDLQDQGZKLFKWRORVH"$OWKRXJKWKHXQLWZLOOQRWLWVHOIWDNHWKHLQLWLDWLYHWRJHWLQ
WRXFK ZLWK SRWHQWLDOO\ LQWHUHVWHG SDUWLHV WKHUH LV DOZD\V DQ ¶RSHQ LQYLWDWLRQ· IRU
VWDNHKROGHUV WR UHDFK RXW WR WKHPLQLVWU\ DQG SUHVHQW WKHLU FDVH SUR RU FRQWUD WKH




LV WKHQVHQW WR WKHPLQLVWHURI HFRQRPLFVZKRVH FDELQHWPD\JHW LQ WRXFKZLWKKLV
DGPLQLVWUDWLRQ WR UHTXHVW IXUWKHU LQIREXWZKRPLJKWDOVR DUUDQJH IRU VRPHRIKLV
RZQPHHWLQJVZLWK LQWHUHVWHGSDUWLHV7KHILQDOGHFLVLRQ LVDSROLWLFDORQH WDNHQE\





¶2XWVLGH·DFFHVVWKURXJK WKHSDUOLDPHQWDQG WKHSUHVVZDV OHVVSODXVLEOHJLYHQWKH
JHQHUDOODFNRILQWHUHVWLQWKLVPDWWHU,QJHQHUDOWKHSUHVVDQGWKHZLGHUSXEOLFKDYH
XQWLOUHFHQWO\VHOGRPSDLGPXFKDWWHQWLRQWRWUDGHSROLWLFVLQJHQHUDOOHWDORQHRQH
RI LWV VSHFLILF DQG SHUKDSV PRUH ¶WHFKQLFDO· VXEVHFWLRQV 3HUKDSV XQVXUSULVLQJO\
WKHQSDUOLDPHQWDU\RYHUVLJKW RI WKHZD\ WKHVHFDVHVDUHKDQGOHG WHQGV WREHYHU\
ORZDVZHOO%\P\FRXQWDERXW WHQZULWWHQTXHVWLRQVDW WKHIHGHUDO OHYHOKDYH LQ
VRPHZD\WRXFKHGXSRQWKLVWRSLFVLQFH:KDWOLWWOHDWWHQWLRQWKHUHLVVHHPVWR
EH UHDFWLYHUHVSRQGLQJ WRFDVHV WKDWKDYHFDXJKW WKHSXEOLF·VH\HEHFDXVH WKH\DUH
















$JRULD·V H[SHUW WKDW KDGZRUNHG RQ WKH FDVH DW WKH WLPH GLG QRW EHOLHYH WKH\KDG
GRQHPXFKOREE\LQJSHUKDSV WKH\KDGVHQWD OHWWHUWR WKHPLQLVWHUEXW WKLVZRXOG
QRW KDYH EHHQ D GHWDLOHGWHFKQLFDO RQH HJ WDONLQJ DERXW DIIHFWHG HPSOR\PHQW
SURGXFWLRQ«7KLVZDVLQFRQWUDVWWRVRPHRWKHUFDVHVZKHUHWKH\GLGLQWHUYHQHDW
WKH PLQLVWU\ RQ WKH VHFWRU·V EHKDOI FDUU\LQJ GDWD RQ HPSOR\PHQW SURGXFWLRQ HW
FHWHUDRIWKHDIIHFWHGLQGXVWULHV,QWHUYLHZ$JRULD
$FFRUGLQJ WR WKH WKHQKHDGRI399ODDQGHUHQ WKH\GLGQRW JHW LQ WRXFKZLWK WKH
PLQLVWU\ HLWKHU 7KH\ GLG VXVSHFW WKDW 3KRWRYROWHFK KDG OREELHG WKH PLQLVWU\
LQGHSHQGHQWIURPWKHVHFWRUDORUJDQL]DWLRQEXWWKLVRIFRXUVHHQGHGZKHQWKHILUP
GLVDSSHDUHG LQ 2FWREHU  ² EHIRUH WKH %HOJLDQ JRYHUQPHQW KDG WR YRWH RQ WKH
PHDVXUHV +RZHYHU KH DOVR EHOLHYHG WKDW WKH LQVWDOOHUV RU GLVWULEXWRUV KDG QRW
OREELHG WKH )2'+HSRVLWHG WKDW LWPD\KDYHEHHQ:DOORRQ ILUPV WKDW SHUIRUPHG
VXFK OREE\LQJ ,QWHUYLHZ  39 9ODDQGHUHQ  7KLV LV FRQWUDGLFWHG E\ P\
LQWHUYLHZVZLWKWKHFLYLOVHUYLFH
7KHGHIHQVLYHFHOO LWVHOI FODLPV WKDW LWZDV OREELHGDFWLYHO\E\WKH LPSRUWHUVZKLOH
FRXQWHUYDLOLQJSUHVVXUHUHPDLQHGDEVHQW7KH VRODUSDQHO FDVHZDVXQFKDUDFWHULVWLF
EHFDXVH UHSUHVHQWDWLYHV IURPGRZQVWUHDP LQGXVWULHV IRU H[DPSOH WKHPDQ\ VRODU




VHYHUDO ILUPV ,QWHUYLHZ  )2' (FRQRPLH   7KLV LV VXSSRUWHG E\ WKH
VRPHZKDW VSHFXODWLYH DFFRXQW RI $JRULD 0\ VRXUFH KHUH DOVR EHOLHYHG WKDW WKH
VHFWRU·V LQVWDOOHUV KDG UHVSRQGHG YHU\ UDSLGO\ WR WKH PHDVXUHV 39 KDG DOUHDG\
VWDUWHG IDFLQJ VRPHKDUG WLPHVEHFDXVH LW KDG LQ WKLVSHULRGEHFRPHFOHDU WKDW WKH
SDFHRIH[SDQVLRQZDVQRQVXVWDLQDEOHDQG WKDW WKHVXEVLGLHVSXVKLQJ WKLVJURZWK
ZRXOGEHJUDGXDOO\ UHPRYHG7KHPLQLVWU\ FLYLO VHUYDQWV DVZHOO DV WKHPLQLVWHU·V
FDELQHW ZDV DOUHDG\ LQ GLUHFW FRQWDFW ZLWK VRPH RI WKH VHFWRU·V ILUPV DERXW
UHQHZDEOH HQHUJ\ DQG VRPH RI WKHVH SUREOHPV VR 39 9ODDQGHUHQ ZRXOG QRW
QHFHVVDULO\ KDYH NQRZQ DERXW RU FRRUGLQDWHG DOO FRPPXQLFDWLRQV RQ WKH UHODWHG
LVVXHRI&KLQHVHGXPSLQJ,QWHUYLHZ$JRULD













$OWKRXJK P\ LQWHUYLHZV JDYH PH QR LQGLFDWLRQ WKDW DQ\ RI WKH DIIHFWHG SDUWLHV
FRQWDFWHGWKHSDUOLDPHQW,VWLOODQDO\]HGWKHIHZGHEDWHVUHODWHGWRWKHVRODUFDVHLQ
)ODQGHUV :DOORQLD DQG WKH .DPHU 7KLV DOORZHG PH WR IXUWKHU FKHFN IRU VRFLHWDO











DQGZHUH KHDYLO\ VXEVLGL]HG:DWWHHXZ *URHQ IHDUHG WKDW )OHPLVK SROLF\ KDG
IRFXVHG WRR PXFK RQ LQVWDOODWLRQ DQG WRR OLWWOH RQ SURGXFWLRQ DQG KRSHG WKH
JRYHUQPHQWZRXOG WU\ WR VDOYDJH DQGSURWHFW WKH NQRZKRZ WKDW )ODQGHUVZDV LQ
WKUHDW RI ORVLQJ ZLWK WKH GLVDSSHDUDQFH RI VRODU PDQXIDFWXULQJ +RZHYHU QHLWKHU
PDGHDQ\H[SOLFLW OLQNV WRWUDGHSROLF\ WKHLU IRFXVZDVRQGRPHVWLFVXSSRUW7KHUH
ZDVDVIDUDV,FDQWHOOQRIROORZXSDIWHUZDUGV,WWRRND\HDUIRUWKHLVVXHWRSRS
XS DJDLQ GXULQJ D SOHQDU\ TXHVWLRQ WLPH RQ WKH ILIWK RI -XQH  +HUPHV
6DQFWRUXP9DQGHYRRUGH*URHQUDLVHGWKH LVVXHRI WKH(8&KLQDVRODUSDQHOFDVH
ZKLFK KH VDZ DV FRPLQJ WRR ODWH IRU )OHPLVK SURGXFHUV 3KRWRYROWHFK ZKLOH LW
ZRXOG LQFUHDVH WKH SULFH RI SDQHOV %DUW 0DUWHQV 6SD PDGH ODUJHO\ WKH VDPH
FRPPHQWVPHDVXUHVZRXOGHLWKHULQFUHDVHWKHFRVWVIRUFRQVXPHUVWKURXJKKLJKHU
FRVWVRIVXEVLGL]LQJWKHVHFWRURUIRULQVWDOOHUVLIVXSSRUWPHDVXUHVZHUHDOWHUHGWRR
ODWH FDXVLQJ MRE ORVVHV+H FDOOHGRQ WKHPLQLVWHU WRZDUQ WKH&RPPLVVLRQ WKDW LWV




,Q WKH IHGHUDO SDUOLDPHQW WKHUH ZDV RQO\ RQH LQVWDQFH RI DFWLYLW\ LQ -XO\  D
ZULWWHQ TXHVWLRQ ZDV VHQW E\ 6FKLO] 2SHQ 9/' WR PLQLVWHU RI HFRQRPLFV 9DQGH
/DQRWWH 5HIHUULQJ WR WKH PLQLVWHU·V H[FKDQJH ZLWK +ROVODJ VHH EHORZ KH DVNHG
ZKHWKHU 9DQGH /DQRWWH ZRXOG VXSSRUW WKH SKDVHGLQ GXWLHV SURSRVHG E\ WKH
&RPPLVVLRQ
$WWHQWLRQZDVVFDQWLQ:DOORQLD·VSDUOLDPHQWDVZHOO ,QDTXHVWLRQKDGEHHQ




 +H DOVRZRQGHUHGZKHWKHU WKHUHZRXOG LQ WKH IXWXUH EHPRUH URRP IRU SDUOLDPHQWV EXVLQHVV DQG WUDGH








EHQHILWHG IURP WKH PHDVXUHV 7KHUH ZHUH QR RUDO GHEDWHV RI WKH LVVXH LQ WKH
FRPPLWWHHQRULQWKHSOHQDU\
,QVXPDVIDUDVDSDUOLDPHQWDU\GHEDWHZDVZDJHGRQWKLVLVVXHLWRFFXUUHGLQWKH
)OHPLVK SDUOLDPHQW 'XULQJ WKH  FRPPLWWHH GHEDWH LQ WKH )OHPLVK SDUOLDPHQW
DERXW WKHSUREOHPV LQ WKH39PDUNHW QHLWKHU WKHTXHVWLRQVRI WKH JUHHQ RU VRFLDO
GHPRFUDWLFPHPEHUVRISDUOLDPHQWQRU WKHUHSO\RI WKH)OHPLVKPLQLVWHUSUHVLGHQW
ZHUH SURWHFWLRQLVW RU HYHQ DOO WKDW WUDGHRULHQWHG 7KH YDJDULHV RI JOREDO PDUNHW
IRUFHVZHUHDFFHSWHGUDWKHUWKDQSUREOHPDWL]HG7KH\DOVRWRRNFRPIRUWLQWKHJRRG
SHUIRUPDQFHRIWKHUHVWRIWKHSKRWRYROWDLFSURGXFWLRQF\FOHZKLFKZDVEHOLHYHGWR
EH GRLQJ ILQH LQ )ODQGHUV ,W ZDV PHQWLRQHG WKDW 6RODU:RUOG KDG UHTXHVWHG DQWL
GXPSLQJDFWLRQLQWKH8QLWHG6WDWHVEXWQRRQHWLHGWKLVWRWKHVLWXDWLRQLQ)ODQGHUV
'XULQJWKHSOHQDU\GHEDWHWKHUHGLGVHHPWREHVRPHV\PSDWK\IRUWKHWDULIIV
EXW DOPRVW DOO SDUWLFLSDQWV LQ WKH HQG OHDQHG WRZDUGV WKH LQWHUHVWV RI WKH LQVWDOOHUV
DQGFRQVXPHUV²HVSHFLDOO\VLQFHWKHUHZHUHQRPRUH)OHPLVKSURGXFHUV
$OOLQDOOWKHLVVXHGRHVQRWVHHPWRKDYHEHHQYHU\KLJKRQWKHSROLWLFDODJHQGD7KH




LQWHUHVW E\ WKH SUHVV LQFOXGLQJ VRPH RSLQLRQ SLHFHV 7KLV OHG WR SDUOLDPHQWDU\
VFUXWLQ\ DQG IRUFHG WKH PLQLVWU\ WR GHIHQG LWV SRVLWLRQ LQ SXEOLF -XVW OLNH LQ WKH
SDUOLDPHQWDU\ VHFWLRQ , KDYH DQDO\]HG WKH SUHVV WR LQYHVWLJDWH LQWHUHVW JURXSV·






IHZ DUWLFOHV GLVFXVVHG KRZ FKHDS SDQHOVZHUH IORRGLQJPDUNHW DQG KRZ WKLVZDV
OHDGLQJ WR LQFUHDVLQJ SUREOHPV IRU SURGXFHUV  EXW DOVR QHZ RSSRUWXQLWLHV IRU
LQVWDOOHUV DQG FRQVXPHUV 7KH GHPLVH RI 3KRWRYROWHFK LQ SDUWLFXODU DWWUDFWHG
FRQVLGHUDEOHSUHVVLQWKH\HDUV OHDGLQJXSWRWKHFORVXUHRIWKHSODQWLQZKHQ
PRVWRIWKHILUPKDGDOUHDG\EHHQGLVPDQWOHGDQGUHPDLQHGDSRLQWRIUHIHUHQFH









 3ROLWLHN YHUOLHVW VWULMG WHJHQ&2^` 'H6WDQGDDUG  6DW 1RYSVH  3DJH &KLQHVH WULRPIWRFKW
EHSURHIGVFHQDULR'H7LMG:HG6HS













GXPSLQJ FDVH ODXQFKHG E\ WKH 86 DJDLQVW &KLQHVH VRODU ZDV PHQWLRQHG RQO\ LQ
SDVVLQJ
:KHQWKH&RPPLVVLRQGHFLGHGWRVWDUWXSLWVLQYHVWLJDWLRQQHDUO\DOO)OHPLVKSDSHUV
SDLGDWWHQWLRQWRWKLV QRW MXVW WKHPRUHEXVLQHVVHFRQRPLFVRULHQWHG'H7LMG7KH
PRYH ¶E\.DUHO'H*XFKW·ZDVSUHVHQWHG DV WKUHDWHQLQJ WUDGHZDUZLWK&KLQDRYHU
GXPSLQJLQVRODUSDQHOV²DOWKRXJKPDQ\RIWKHVHDUWLFOHVZHUHEULHIPRGLILFDWLRQVRI
SUHVV DJHQFLHV· UHSRUWLQJ 7KLV DQWDJRQLVWLF IUDPHZRXOG UHPDLQ GRPLQDQW DQG
ZDV FRQWLQXHG ZLWK WKH UHSRUWLQJ RQ IXUWKHU GXPSLQJ FDVHV DJDLQVW &KLQHVH
WHOHFRPPXQLFDWLRQ DQG ELF\FOHV LQ 6HSWHPEHU WKH ODXQFK RI WKH VXEVLG\
LQYHVWLJDWLRQV DJDLQVW &KLQHVH 39 DQG &KLQD·V ¶UHWDOLDWRU\· LQYHVWLJDWLRQ DJDLQVW
(XURSHDQ ,WDOLDQ DQG *UHHN VRODU ,W VHHPV WKLV RQO\ JRW WKURXJK WR WKH PRUH
VSHFLDOL]HGSUHVVKRZHYHU
6KRUWO\ WKHUHDIWHU GH 7LMG SXEOLVKHG DQ RSLQLRQ SLHFH E\ 6\OYDLQ 3ODVVFKDHUW D
UHWLUHG HFRQRPLFV· SURIHVVRU ZKLFK DUJXHG WKDW WKH FULVLV LQ WKH VRODU VHFWRU ZDV
ODUJHO\GXHWRDJHQHUDOSUREOHPRIRYHUSURGXFWLRQ WHFKQRORJLFDO LQQRYDWLRQVDQG
WKH GHFUHDVH LQ VXEVLGLHV +LJK ¶LQIDQW PRUWDOLW\· LQ WKLV \RXQJ VHFWRU ZDV WR EH
H[SHFWHG0RUHRYHUXVLQJSURWHFWLRQLVWPHDVXUHVZRXOGGDPDJHRWKHUSDUWVRI WKH
YDOXHFKDLQZRXOGOHDGWRUHWDOLDWLRQE\&KLQDDQGZRXOGEHFLUFXPYHQWHGWKURXJK
WUDGH GLYHUVLRQ $QRWKHU FULWLFDO FRPPHQWDU\ ZRXOG IROORZ VRPHPRQWKV ODWHU LQ
$SULOZKHQDUHJLRQDOSDSHU.UDQWYDQ:HVW9ODDQGHUHQSXEOLVKHGDSLHFHE\
&OHDQWHFKD)OHPLVKILUPZKLFK ODPEDVWHG WKHDQWLGXPSLQJPHDVXUHVEHFDXVHRI
%HOJLXP·VGHSHQGHQF\ RQ&KLQHVH LPSRUWV ZKLFK WKH DXWKRU DUJXHGZHUH QRWRI
LQIHULRU TXDOLW\ DQG EHFDXVH PRVW YDOXH DGGHG ZDV SURGXFHG LQ WKH LQVWDOOLQJ
FRXQWU\²PHDQLQJDORWRIILUPVDQGMREVZHUHQRZEHLQJKXUW
,Q0D\DQG-XQH WKHSUHVVWUDFNHGWKH&RPPLVVLRQ·VWUDMHFWRU\WRZDUGVSURSRVLQJ
GXWLHV UHSRUWLQJ DOVRDERXW WKHSXVKEDFN LWZDV UHFHLYLQJ IURP VHYHUDOPHPEHU

96HQ&KLQDYRHUHQVWHOOLQJHQRRUORJRP]RQQHSDQHOHQ'H7LMG6DW0D\3DJH2RN&KLQH]HQ
KDSSHQ QDDU DGHP  'H 7LMG  )UL  -XQ   3DJH  &KLQD RQWVQDSW QLHW DDQ ]RQQHHQHUJLHFULVLV  +HW
1LHXZVEODG0DU3DJH
+DQGHOVWZLVWHQWXVVHQ(XURSDHQ&KLQDORSHQXLWGHKDQG'H7LMG:HG-XO3DJH'H(XURSHVH
&RPPLVVLH KHHIW HHQ DQWLGXPSLQJSURFHGXUH« 0HWUR1/  )UL  6HS   3DJH  (8 RQGHU]RHN QDDU
GXPSHQ&KLQHVH]RQQHSDQHOHQ+HW%HODQJYDQ/LPEXUJ)UL6HS3DJH





 +HIILQJ RS &KLQHVH ]RQQHSDQHOHQ 'H 6WDQGDDUG  :HG  0D\ EHOJD  3DJH  ,PSRUWKHIILQJ RS
&KLQHVH]RQQHSDQHOHQ+HW%HODQJYDQ/LPEXUJ:HG0D\0:3DJH'H*XFKW5RHSW&KLQH]HQHHQ




DQG WKH VHDUFK IRU D QHJRWLDWHG GHDO 7KHUH ZDV PRVWO\ LQ -XQH TXLWH VRPH
FRYHUDJHRI&KLQD·VUHWDOLDWRU\DFWLRQVDQG WKHZD\V LQZKLFK LWZDVDFFRUGLQJ WR
WKHSUHVVSOD\LQJRXWWKHPHPEHUVWDWHVDJDLQVWHDFKRWKHU0RVWRIWKLVFRQFHUQHG
&KLQD·VWKUHDWRIDFWLRQVDJDLQVW(XURSHDQZLQHVDQGDXWRPRELOHVDQGWKHDUWLFOHV
RIWHQ LQFOXGHG VWDWHPHQWV IURP *HUPDQ)UHQFK(8 6RODU3RZHU EXVLQHVV
UHSUHVHQWDWLYHV 7KHUH ZDV YHU\ OLWWOH DWWHQWLRQ WR WKH FRQVHTXHQFHV RI WKLV IRU
%HOJLXPKRZHYHUWKHRQO\H[FHSWLRQZDVDVLQJOHEULHISLHFHLQ0D\WKDWFODLPHG
&KLQD ZDV WDUJHWLQJ (XURSHDQ FKHPLFDO ILUPV LQFOXGLQJ %HOJLDQ PXOWLQDWLRQDO
6ROYD\ +RZHYHU WKHUH ZDV QR IROORZXS RQ WKLV ODWWHU LVVXH :KHQ &KLQD
GHVWUR\HG D EDWFK RI %HOJLDQ FKRFRODWH LQ -XQH WKH SUHVV HPSKDVL]HG WKDW WKLV
SUREDEO\KDGQRWKLQJWRGRZLWKWKHVRODUVSDW2QWKHRWKHUKDQGWKHUHZDVVRPH
UHSRUWLQJLQWKH)OHPLVKSUHVVQRWLQWKH)UDQFRSKRQHSDSHUVDERXWWKHODFNRIVRODU
SURGXFHUV LQ %HOJLXP DQG RI WKH ORVVHV WKDW LQVWDOOHUV PLJKW LQFXU LI GXWLHV ZHUH
LPSRVHG
0HDQZKLOH WKH )OHPLVK SUHVV ZURWH DERXW %HOJLXP·V UHIXVDO WR VXSSRUW WKH
LPSRVLWLRQRIGXWLHVDQGJUDQWHGVRPHVSDFHWR'H*XFKW·VFULWLFVPRIVDLGUHIXVDO




9DQGH/DQRWWH UHSOLHG WKHGD\DIWHU KLV FRPPHQWVDUH GLVFXVVHG LQ WKH VHFWLRQRQ
GHFLVLRQPDNHUV·SUHIHUHQFHV
7KHUHZDVDJDLQSOHQW\RIDWWHQWLRQIRUWKHLPSRVLWLRQRIGXWLHVLQ ¶WKHELJJHVWFDVH
HYHU· ZLWK ORWV RI VSDFH GHGLFDWHG WR TXRWHV IURP 'H *XFKW LQ ZKLFK WKH
&RPPLVVLRQHU FODLPHG WKDW LW ZDV QRW D SURWHFWLRQLVW PRYH DQG WKDW &KLQD·V
GXPSLQJZDV WKUHDWHQLQJ   MREV ² FODLPV WKDW ZHUH XVXDOO\ MX[WDSRVHGZLWK
UHIHUHQFH WR D ORRPLQJ WUDGH ZDU 7KHVH DUWLFOHV LQFOXGHG FRPPHQWV IURP 39
9ODDQGHUHQDQG$JRULDZLWKWKHODWWHUGHIHQGLQJDQGWKHIRUPHUSURWHFWLQJWKHWDULII
VHH %HOJLXP·V UHVLVWDQFH DJDLQVW WKHGXW\ZDV LQWHSUHWHG DVKDYLQJEHHQ
FDXVHGE\LWKHODFNRI%HOJLDQVRODUSURGXFHUVVLQFH3KRWRYROWHFK·VEDQNUXSF\LQ

1LHXZVEODG  )UL  0D\ EOJ  3DJH  7KHVH DUH PRVWO\ EULHI  ZRUG SLHFHV WDNHQ IURP %HOJLD
5HXWHUVHWF7KHUHZDVOLWWOHWRQRRULJLQDOUHSRUWLQJ
 'H *XFKW ZLMNW QLHW YRRU &KLQD HQ 'XLWVODQG  *D]HW YDQ $QWZHUSHQ  :HG  0D\ %  3DJH 
'XLWVODQG ZLO JHHQ (XURSHVH KHIILQJ RS &KLQHVH ]RQQHSDQHOHQ  +HW %HODQJ YDQ /LPEXUJ  7XH  0D\
DIS3DJH&KLQDZLOSUDWHQRYHUKHIILQJRS]RQQHSDQHOHQ+HW/DDWVWH1LHXZV0RQ0D\
3DJH
 $FFRUGLQJ WR %RZQ·V DQWLGXPSLQJ GDWD KRZHYHU WKH &KLQHVH DQWLGXPSLQJ DFWLRQ DJDLQVW (XURSHDQ
FKORULQHRQO\WDUJHWHG¶Solvay Benvic Europe-)UDQFH6$6¶ZKLFKLVEDVHGLQ)UDQFH 
&KLQDVSHHOWYHUGHHOHQKHHUV'H6WDQGDDUG7KX-XQ3DJH'H*XFKWRQWNHWHQWKDQGHOVRRUORJ









+HW1LHXZVEODG :HG  -XQ   3DJH  
'LW LV JHHQZLM]H
EHVOLVVLQJ YDQ %HOJLs








,Q JHQHUDO WKH WRQH VHHPV WR KDYH EHHQ VRPHZKDW FULWLFDO RI 'H *XFKW ZKLFK LV







ERWK WKH &RPPLVVLRQ·V QDUUDWLYH DV ZHOO DV3UR6XQ·V FULWLFLVP RI WKH DJUHHG SULFH
XQGHUWDNLQJ399ODDQGHUHQDQGDODUJHLQVWDOOHU6RODU$FFHVVZHUHTXRWHGDVEHLQJ












LPSRVLWLRQRID ¶YHU\KHDY\ WDULII·DQGWKH WKUHDWVRI&KLQHVHUHWDOOLDWLRQ LQFOXGLQJ
WKH DOOHJHGPHDVXUHV DJDLQVW 6ROYD\ DOWKRXJK /·(FKR QRWHV WKDW WKHLU VRXUFH LWVHOI
GRHVQ·WTXRWHVRXUFHVIRUWKLVIDFWRLG$IHZRWKHUSDSHUVVWDUWHGSD\LQJDWWHQWLRQ
ZKHQ WKH &RPPLVVLRQ SURSRVHG LWVPHDVXUHV LQ EULHI DUWLFOHV WKDW IRFXVHG RQ WKH
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ǤʹͲͳ͵Ǧͺ
 %HOJLVFKH ]RQQHSDQHOHQ ZRUGHQ QLHW GXXUGHU 'H 0RUJHQ  :HG  -XO +0  3DJH  &KLQHVH
]RQQHSDQHOHQGXXUGHU+HW%HODQJYDQ/LPEXUJ7XH'HF3DJH
 /HV PHQDFHV HXURSpHQQHV GH WD[HU OHV  /
(FKR  9U  6HS  3DJH  /HV SDQQHDX[ VRODLUHV FKLQRLV
LQTXLqWHQWOHVDFWHXUVHXURSpHQV0HWUR)59U1RYPHWUR3DJH
 /
(XURSH YD WD[HU OHV SDQQHDX[ VRODLUHV FKLQRLV   /








DOWKRXJK RQH H[SHUWLQWHUYLHZ KHDYLO\ GRZQSOD\HG WKH GDQJHUV IRU ZLQH RU RI D
JHQHUDO WUDGHZDU 7KH UHSRUWLQJ VHHPV WR KDYH EHHQ HLWKHU QHXWUDO RU VRPHZKDW
SRVLWLYHZLWK/·(FKRWDNLQJRYHUWKH&RPPLVVLRQ·VOLQHWKDWWKLVZDV´8QHERXIIpH
G
R[\JqQHSRXUXQ VHFWHXUPLV jPDOSDU OH GXPSLQJ FKLQRLVµ%RWK3UR6XQDQG
$IDVH DUHPHQWLRQHG DQG WKHUH LV DQ ¶LQWHUYLHZ· LQ IDYRURI WKHPHDVXUHV ODUJHO\
FXWDQGSDVWH IURP D SUHVV UHOHDVHZLWK$JRULD EXW QR RSSRVLQJ SLHFH IURP HJ
399ODDQGHUHQ
7KH (8&KLQD GHDOZDV DOVR DEOH WR GUDZ VRPH DWWHQWLRQZLWK DUWLFOHV ORRNLQJ DW
KRZ&KLQDZDVDEOH WRGLYLGHDQGFRQTXHU WKH(80RVWRI WKLVZDVSXW LQUDWKHU
¶QHXWUDO· WHUPV LWPRVWO\ WRRNRYHUSUHVV VWDWHPHQWV IURPWKH&RPPLVVLRQVZKLFK




,QVXP$IWHU WKH ODXQFKRI WKH LQYHVWLJDWLRQDQGWKHHVFDODWLRQRI WKHGLVSXWH WKH
GHEDWH EHFDPH VRPHZKDW PRUH KHDWHG LQ %HOJLXP DV ZHOO )LUVW RI DOO WKH SUHVV
IROORZHGWKHFDVHTXLWHFORVHO\JLYLQJUHJXODUXSGDWHVDERXWLPSHQGLQJ¶WUDGHZDUV·
6RPHRI WKLV UHSRUWLQJZDVRULHQWHGRQ WKH%HOJLDQ VLWXDWLRQDQG%HOJLDQ LQWHUHVWV




WDNHQXS² DOWKRXJK$JRULD LH WKH YRLFH VXSSRUWLQJPHDVXUHVZDV WKH RQO\ RQH
DSSHDULQJ LQ WKH)OHPLVKDVZHOO DV WKH)UHQFK VSHDNLQJSUHVV 7KH LVVXHZDVDOVR
GHEDWHGE\DQXPEHURIDFDGHPLFVPRVWO\ZLWKDQWLSURWHFWLRQLVWSLHFHVEXWDOVRLQ
WKH QRWHZRUWK\ SROHPLF EHWZHHQ +ROVODJ GHIHQGLQJ PHDVXUHV DQG PLQLVWHU RI























DQ\ LQVLGH OREE\LQJ 7KH JURXS WKDW RSSRVHG GXWLHV RQ WKH RWKHU KDQGZDVZHOO
FRRUGLQDWHG ZDV VXSSRUWHG E\ WKH JHQHUDO WRQH RI WKH SUHVV· DQG SDUOLDPHQWDU\
WUHDWPHQWDQGUHSUHVHQWHGWKRXVDQGVRIMREVLQDERRPLQJQHZLQGXVWU\$V,VKRZ
LQ WKH QH[WPHFKDQLVP WKH FLYLO VHUYLFHV· UHFHSWLYHQHVV IRU SURWHFWLRQLVW GHPDQGV
HVSHFLDOO\LQLQLQWHUQDWLRQDOO\LQWHJUDWHGVHFWRUVVHHPVWRKDYHEHHQPRUHKHVLWDQW
DVZHOODOWKRXJKWKHVWDWHZDVJHQHUDOO\UHFHSWLYHWREXVLQHVV·SUHIHUHQFHV,QIOXHQFH
IRU WKH SUR$' FDPS WKHUHIRUH VHHPV KLJKO\ LPSODXVLEOHZKLOH WKH FRQWUD JURXSV
GLGKDYHWKHQHFHVVDU\OHYHUDJH
 
7KH SUHYLRXV VWHSVPDGH VXUH WKDW WKHUHZDV LQGHHG FRQWUDGXW\ OREE\LQJ RQ WKH
LQVLGH DV ZHOO DV WKURXJK WKH SUHVV DV ZHOO DV D OLPLWHG DPRXQW RI RXWVLGH
FRPPHQWDU\ LQ VXSSRUW RI DQWLGXPSLQJ &DQ ZH WLH WKLV DFWLYLW\ WR WKH %HOJLDQ
SRVLWLRQV"
,Q WKH SURYLVLRQDO SKDVH WKH FLYLO VHUYLFH DGYLVHG DJDLQVW GXWLHV DQG WKHPLQLVWHU
IROORZHG WKLV DGYLFH %HOJLXP WKHUHIRUH YRLFHG LWV RSSRVLWLRQ DJDLQVW LPSRVLQJ D




%HOJLXPZRXOGSUREDEO\ KDYH UHVLVWHGPHDVXUHV DQ\ZD\ WKHVH JURXSVKHOSHG WLOW
WKHEDODQFHLQWKHLUIDYRUVHHQH[WPHFKDQLVP
,Q WKH VHFRQG SKDVH WKH FLYLO VHUYLFH DJDLQ DGYLVHG DJDLQVW PHDVXUHV EXW WKH
PLQLVWHU GHFLGHG QRW WR IROORZ WKHLU OHDG E\ FKDQJLQJ WKH %HOJLDQ SRVLWLRQ WR DQ
DEVWHQWLRQ²ZKLFKVLJQDOHGWKHFRXQWU\·VUHVLVWDQFHZKLOHLQVWLWXWLRQDOO\VXSSRUWLQJ
WKH PHDVXUH , EHOLHYH LW ZDV YHU\ XQOLNHO\ WKDW WKLV ZDV GXH WR SURWHFWLRQLVW




,Q VXPPDU\ , EHOLHYHZH FDQ FRQFOXGH WKDW LW·V SODXVLEOH WR FODLP WKDW WKH FRQWUD
GXW\ JURXSVZHUH LQIOXHQWLDO 7KLV QDUUDWLYHZDV LQKHUHQWO\ SHUVXDVLYH KLJKSULRU




:RUNLQJ P\ ZD\ WKURXJK WKH PHFKDQLVP MXVW OLNH LQ WKH 'XWFK FDVH ZH FDQQRW
IDOVLI\ WKHUROHSOD\HGE\FRQWUD$'OREE\LQJ WKHVHJURXSVZHUHSUHVHQW WKH\KDG
OHYHUDJHWKHLUDUJXPHQWVZHUHSLFNHGXSE\WKHSUHVVDQGWKHSDUOLDPHQWDQGWKH
ILQDOSRVLWLRQLVLQDFFRUGDQFHZLWKWKHLUSUHIHUHQFH<HWDJDLQWKHFRQILUPDWRU\YDOXH
RI P\ HYLGHQFH LV OLPLWHG WKH OLEHUDO RXWFRPH FDQ DOVR EH DWWULEXWHG WR GHFLVLRQ
PDNHUV· SUHIHUHQFHV 2Q WKH RWKHU KDQG LW GRHV VHHPV FOHDU WKDW SURWHFWLRQLVW


























































































LQ WKH %HOJLDQ SRVLWLRQ EXW UDWKHU D VHULHV RI VKLIWV DW OHDVW DIWHU  EHIRUH WKH
%HOJLDQVVHHPVWRKDYHVXSSRUWHGPHDVXUHVPRVWRIWKHWLPHV$WOHDVWDFFRUGLQJWR
WKH FLYLO VHUYLFH WKLV KDV KDG WR GR WR VRPH H[WHQWZLWKPLQLVWHULDO SUHIHUHQFHV
$FFRUGLQJ WR P\ LQWHUYLHZHHV WKHUH KDYH EHHQ VRPH PDUNHG WHQGHQFLHV LQ WKH
PLQLVWHULDO ¶OLQH·RYHU WKH\HDUV8QWLO  WKH WKHQKHDGRI WKH WUDGHGHIHQVHXQLW
KDG ERWK VLJQLILFDQW DXWRQRP\ DQG DQ RXWVSRNHQ SUHIHUHQFH IRU IROORZLQJ WKH
&RPPLVVLRQ·V DGYLFH 7KLV FKDQJHG DIWHU WKH WH[WLOHV GLVSXWHV ZKHQ KLV DGYLFH WR
VXSSRUW WKH &RPPLVVLRQ LQ LPSRVLQJ GXWLHV ZDV RYHUUXOHG E\ KLV PLQLVWHU  D
)OHPLVK OLEHUDO 7KHUHDIWHU WKHUH ZDV D SHULRGZKHUH %HOJLXP UHDOLJQHG ZLWK WKH
¶1RUWKHUQ·FDPSWHQGLQJWRRSSRVHGXWLHVIDUPRUHRIWHQ7KLVOLQHZDVKHOGE\ERWK
RI KLV OLEHUDO VXFFHVVRUV DV ZHOO DV E\ VRFLDOGHPRFUDW 9DQGH /DQRWWH 5HFHQWO\
KRZHYHU XQGHU .ULV 3HHWHUV %HOJLXP KDV VXSSRVHGO\ EHHQPRYLQJ ¶6RXWK· DJDLQ
,QWHUYLHZ²)2'(FRQRPLH +RZHYHU ,PXVWQRWH WKDW WKHFRPPHQWVRI
P\LQWHUYLHZHHVRQWKLVPDWWHUZHUHDWWLPHVVRPHZKDWFRQWUDGLFWRU\²IRULQVWDQFH
WKH\ DOVR LQGLFDWHG WKDW WKHUH ZHUH YHU\ IHZ WR QR LQWHUYHQWLRQV XQGHU 9DQGH
/DQRWWHDYLHZWKDWZDVVKDUHGRQWUDGHLQJHQHUDOE\DQRWKHUXQLW$QDOWHUQDWLYH
YLHZ IURP WKH GHFLVLRQPDNHUV· WKHRU\PD\ WKXV EH WKDW QRW WKHPLQLVWHU EXW WKH
DGPLQLVWUDWLRQ EHFDPH PRUH VNHSWLFDO LQ UHJDUGV WR DQWLGXPSLQJ SURGXFLQJ
RSSRVLWLRQ DJDLQVW GXWLHV XQOHVV D PLQLVWHULDO LQWHUYHQWLRQ VZLWFKHG WKLV WRZDUGV
VXSSRUWLQJWDULIIV
)RUWKHPHFKDQLVPDVVXFKLWGRHVQRWPDWWHUDQG,EHOLHYHWKDWWKHJHQHUDOSDWWHUQLV
WRR XQFOHDU WR GLVWLOO DQ\ FOHDU H[SHFWDWLRQ DERXW WKH FDVHVSHFLILF KDQGOLQJ RI WKLV
FDVH ,DOVRKDYH OLWWOHRWKHUDSULRUL LGHRORJLFDOHOHFWRUDO UHDVRQV WRH[SHFW9DQGH
/DQRWWH KLV FLYLO VHUYLFH RU WKHLU VXEIHGHUDO FROOHDJXHV WR KROG DQ\ VSHFLILF
SUHIHUHQFHV LQ UHJDUGV WR DQWLGXPSLQJ ZLWK RQH LPSRUWDQW H[FHSWLRQ DV ,
GHPRQVWUDWHG LQ WKH SUHYLRXV SULRU WKH LPPHGLDWH HFRQRPLF LQWHUHVW RI %HOJLXP
VHHPVWRKDYHEHHQVLWXDWHGLQNHHSLQJRSHQWUDGHLQVRODUSDQHOVDQGZLWK&KLQD
ZKLOHWKHUHZHUHQRGRPHVWLFSURGXFHUVEHLQJWKUHDWHQHG&RQVLGHULQJWKHDQDO\WLFDO
UHVRXUFHV HQRXJK GHGLFDWHG SHUVRQQHO GDWD HWF RI WKH )2' (FRQRPLH , FDQ
DVVXPHWKDWWKHFLYLOVHUYLFHDQGRUPLQLVWHUZHUHDZDUHRIWKLVDWDQHDUO\VWDJHWKLV




H[WUHPHO\ FLUFXPVFULEHG EXW WKLV GRVVLHU IHOO ODUJHO\ RQ )ODQGHUV· HFRQRPLF SODWH









SUHVV DQG WKH SDUOLDPHQW $OWKRXJK WKHUH ZHUH FRQIOLFWLQJ YRLFHV LQ WKLV SXEOLF











SUHIHUHQFH IRU UHVLVWLQJ WKH PHDVXUHV 6LQFH WKHUH ZDV EDUHO\ OREE\LQJ E\





7KH IHGHUDO DGPLQLVWUDWLRQ DUJXHG LQ LWV DGYLFH GUDIWHG IRU WKH PLQLVWHU WKDW
%HOJLXPVKRXOGYRWHDJDLQVWERWKWKHSUHOLPLQDU\DVZHOODVWKHILQDOPHDVXUHVWKH
38 SURSRVHG E\ WKH &RPPLVVLRQ , KDYH QR LQIRUPDWLRQ DERXW WKH UHJLRQDO
DGPLQLVWUDWLRQV RU RWKHU PLQLVWULHV EDVHG RQ DYDLODEOH VRXUFHV , EHOLHYH , FDQ
FRQFOXGHWKH\GLGQRWYRLFHDQ\SRVLWLRQVRQWKLVPDWWHU
$WWKHSROLWLFDOOHYHODYDULHW\RISOD\HUVKDGWKHLUVD\DERXWWKHFDVH
$OWKRXJK , KDYH QR UHFRUG RI WKHQ )OHPLVK PLQLVWHUSUHVLGHQW 3HHWHUV HYHU
UHVSRQGLQJGLUHFWO\WRWKHVRODUSDQHOFDVHZHFDQWHOOIURPKLVUHSO\WRWKH)OHPLVK
SDUOLDPHQW GLVFXVVHG LQ WKH QH[W VHFWLRQ LQ  WKDW LW·V XQOLNHO\ WKDW KHZRXOG
KDYH VXSSRUWHG VXFKPHDVXUHV DQG WKDW LQ DQ\ FDVH KHZDV QRW FDOOLQJ IRU WKHP
7KHUHZHUHQR VWDWHPHQWV IURP:DOORQLD·V PLQLVWHUSUHVLGHQW RQO\ EULHI UHPDUNV
VHHQH[WVHFWLRQE\UHJLRQDOWUDGHPLQLVWHU0DUFRXUW$JDLQQRWKLQJVXJJHVWVWKDW
KHVXSSRUWHGPHDVXUHVZKLOHVRPHRIKLVUHPDUNVKLQWHGLQWKHRSSRVLWHGLUHFWLRQ







WKDW XQIDLU FRPSHWLWLRQ FRXOGQRW EH DOORZHG DQGSUDLVHG WKH(8 IRU WU\LQJ WRGR
VRPHWKLQJ DERXW LW $OWKRXJK VKH DFNQRZOHGJHG WKDW WKLV ZRXOG PHDQ WKDW VRODU
SDQHOVZRXOGEHFRPHPRUHH[SHQVLYHVKHFODLPHGWKDWWKLVZRXOGQRWKDUP)OHPLVK
FRQVXPHUV EHFDXVH WKH UHJLRQDO JRYHUQPHQW ZRXOG VWLOO HQVXUH D UHWXUQ RQ
LQYHVWPHQWRILISULFHVZHQWXSDEVROXWHVXSSRUWZRXOGLQFUHDVH
7KHPRVW LPSRUWDQWSROLWLFDODFWRUZDVIHGHUDOPLQLVWHU9DQGH/DQRWWH+H ILUVW LQ
0D\  FRQGRQHG KLV DGPLQLVWUDWLRQ·V DGYLFH WR RSSRVH SUHOLPLQDU\PHDVXUHV
EXW ODWHU -XO\  VRPHZKDW FKDQJHG FRXUVH ZKHQ KH GHYLDWHG IURP WKH FLYLO
VHUYLFH·VDGYLFHWRUHPDLQLQWKH¶QR·FDPSDQGLQVWHDGWROGWKHPWRDEVWDLQZKLFKLQ
SUDFWLFH VXSSRUWHG WKH&RPPLVVLRQ ,QKLV UHSO\ WR6FKLOW]·TXHVWLRQ LQ WKH IHGHUDO
SDUOLDPHQWKHDOVRVXSSRUWHGDSKDVHGLQLPSRVLWLRQRIDQ\GXW\RYHULPPHGLDWHO\











,Q WKH VRODUFDVH WKHLUDVVHVVPHQWRI WKHHFRQRPLFVRI WKH FDVHZDVKDQGOHG LQ WKH
XVXDOZD\DVGHVFULEHG LQ WKH VHFWLRQRQVRFLHWDODFFHVVSRLQWV$IWHU UHFHLYLQJ WKH
QRWLILFDWLRQ E\ WKH &RPPLVVLRQ WKH\ VWDUWHG ZRUNLQJ RQ WKHLU DGYLFH SURFXULQJ
HFRQRPLFGDWD ILJXULQJRXWZKDWVHFWRUVDQGILUPVZHUH LQYROYHGDQGKHDULQJRXW
LQWHUHVWHG VWDNHKROGHUV ,Q WKHLU DGYLFH WKH\ FRQFOXGHG WKDW %HOJLDQ HFRQRPLF
LQWHUHVWVZRXOGQRWEHVHUYHGE\DGXW\,QWHUYLHZ)2'(FRQRPLH$SDUW
IURPWKHVRODUVSHFLILFDQDO\VLVWKHFLYLOVHUYLFHVHHPVWRKDYHEHHQVNHSWLFDODERXW
WKH PHULWV RI DQWLGXPSLQJ DFWLRQ 7KH ¶)2' (FRQRPLH· ZDV HVSHFLDOO\ ZDU\ RI
VXSSRUWLQJGXWLHV RQ LQSXWV WKDWZHUHXVHG DQGSURFHVVHGE\%HOJLDQ ILUPV ILUPV
WKDW LQ WXUQ WKHQ H[SRUWHG WKHVH SURFHVVHG LQSXWV RQ LQWHUQDWLRQDO PDUNHWV 7KH\
EHOLHYHGWKHVRODUSDQHOFDVHKDGEHHQDQLOOXVWUDWLRQRIWKLVWHQVLRQLWVKRZHGKRZ
FRPSOH[LWZDVIRUQDWLRQDOJRYHUQPHQWVWRLQDZRUOGRIJOREDOYDOXHFKDLQVDVVHVV
ZKHWKHU WKH\ ZHUHQ·W ¶VKRRWLQJ WKHPVHOYHV LQ WKH IRRW· E\ LPSRVLQJ DQWLGXPSLQJ
PHDVXUHV ,W ZDV FKDUDFWHULVWLF RI WKH SKRWRYROWDLF VHFWRU WKDW DOWKRXJK WKH
SURGXFWLRQRIVRODUSDQHOVKDGPRVWO\EHHQWUDQVIHUUHGWR&KLQDWRSHUFHQWRI
WKHDGGHGYDOXHDQGWKHHPSOR\PHQWZDVORFDWHGLQWKHUHVWRIWKHYDOXHFKDLQ7KH









$W WKH SROLWLFDO OHYHO VLPLODUPXVLQJV UHWXUQHG:KHQ VXSSRUWLQJ KLV FDVH DJDLQVW
$'PHDVXUHV LQ KLV UHSO\ WR 6FKLO] DQG +ROVODJ 9DQGH /DQRWWH IRFXVHG RQ WKH
HFRQRPLFKDUPVDGXW\ZRXOGLPSRVHRQRWKHUSDUWVRIWKHSKRWRYROWDLFYDOXHFKDLQ
LQ %HOJLXP +H DUJXHG WKDW WKH (XURSHDQ SURGXFWLRQ RI VRODU SDQHOV KDG LQGHHG
GHFUHDVHGDQG¶FRPSHWLWLRQIURP$VLDQFRXQWULHVFHUWDLQO\GLGQ·WKHOS·EXWRYHUKDOIRI
YDOXH DGGHG DQGPRVW RI HPSOR\PHQWZDV EHLQJ FUHDWHGZLWKLQ WKH (8 DQG WKLV
HPSOR\PHQWKDG LQFUHDVHGPDUNHGO\ LQ WKHSDVW WHQ\HDUV(PSOR\PHQWZDVEHLQJ
FUHDWHGE\ LPSRUWVGLVWULEXWLRQSURMHFWGHYHORSPHQW LQVWDOODWLRQDQGPDLQWHQDQFH
RIVRODUSDQHOVLQFOXGLQJ&KLQHVHSDQHOV+LJKDQWLGXPSLQJWDULIIVZRXOGGULYHXS
WKHSULFH RI WKHVHSDQHOVGLPLQLVKLQJGHPDQG DQG WKHUHIRUH HPSOR\PHQW$SULFH
LQFUHDVHEHFDXVHRI WDULIIVZRXOG ORZHUGHPDQGDQGZRXOGULVN ORVLQJ WKHVHRWKHU





39ZDVPRVWO\ KDSSHQLQJ LQ WKH SURGXFWLRQ RI VRODU FHOOV DQGPRGXOHV DQG WKDW
WKHUHZHUHVWLOOSOHQW\RIRSSRUWXQLWLHVIRU)ODQGHUVLQRWKHUSDUWVRIWKHYDOXHFKDLQ
3OHQW\RIXSVWUHDPRUGRZQVWUHDPILUPVLQPDWHULDOV5	'DQGV\VWHPGHVLJQZHUH
DFWLYH LQ)ODQGHUV ILUPV OLNH'XFDWW8PLFRUH6ROYD\'RZ'RUQLQJ$JID*HYDHUW
DQG 0 WRJHWKHU ZLWK )OHPLVK XQLYHUVLWLHV 0DUFRXUW PDGH URXJKO\ WKH VDPH
DQDO\VLVGRZQSOD\LQJWKHHFRQRPLFVWDNHIDFHGE\:DOORQLDLQWKHVRODUSDQHOFDVH
DQG&KLQHVHUHWDOLDWLRQ,QUHVSRQVHWRDSDUOLDPHQWDU\TXHVWLRQLQKHSRLQWHG
RXW WKDW :DOORQLD GLG QRW H[SRUW ZLQH WR &KLQD QRU GLG LW KDYH DQ\ VRODU SDQHO
SURGXFHUV7KHUHZDVMXVWRQHILUPOHIWWKDWDVVHPEOHGVRODUSDQHOVLQDQLFKHPDUNHW
RILQWHJUDWHGVRODUV\VWHPV7KHSDQHOVXVHGLQ:DOORQLDZHUHPRVWO\LPSRUWHGIURP
&KLQD DQG *HUPDQ\ (DUOLHU LQ UHVSRQVH WR D TXHVWLRQ DERXW WKH SRWHQWLDO IRU
GHYHORSLQJ 39PDQXIDFWXULQJ LQ:DOORQLD0DUFRXUW KDG DOVRPHQWLRQHG WKLV VROH
DVVHPEO\ ILUP DQG KDG QRWHG WKDW WKLV ZDV D YHU\ GLIILFXOW VHFWRU WR HQWHU ZLWK





WKDW WKH%HOJLDQDGPLQLVWUDWLRQXVHG WR DOZD\V IROORZ WKH&RPPLVVLRQ EXW WKDW LQ
UHFHQW \HDUV WKH\ KDG EHHQ VXUSULVHG LQ IDFW GLVDSSRLQWHG E\ WKH YHU\ OLEHUDO
RXWORRN RI WKH %HOJLDQ FLYLO VHUYDQWV ZRUNLQJ RQ DQWLGXPSLQJ LQFOXGLQJ VRODU
SDQHOV 7KLVPDWWHUHG VR WKH\ FODLPHG EHFDXVH WKH FLYLO VHUYLFH·V SHUVSHFWLYH RQ
WKHVH GRVVLHUV ZDV LQIOXHQWLDO XQGHU 9DQGH /DQRWWH WKH %HOJLDQ DWWLWXGH WR DQWL
GXPSLQJZDVYHU\QHJDWLYH,QWHUYLHZH['*7UDGH
7KLV JHQHUDOO\ VNHSWLFDO DWWLWXGH WRZDUGV DQWLGXPSLQJ DOVR UHWXUQHG LQ FRPPHQWV








JURXSRI LPSRUWHUVSURFHVVLQJ ILUPVDQGFRQVXPHUVZHUH IRUFHG WRSD\GXWLHV+H
QRWHG WKDW WKHUHZDVXVXDOO\DGHPDQG IRU ¶(XURSHDQVROLGDULW\· IRUREVROHWHQRQ
FRPSHWLWLYH LQGXVWULHV DW WKH H[SHQVH RI PRUH LQQRYDWLYH SURFHVVLQJ LQGXVWULHV
DQGRUFRQVXPHUVZKLOHDUJXLQJWKDWLQWKHORQJUXQDQWLGXPSLQJPHDVXUHVPD\
DOVR EH GHWULPHQWDO IRU WKH SURGXFHUV ¶8VLQJ WUDGH GHIHQVLYH PHDVXUHV GRHV QRW
QHFHVVDULO\ VWUHQJWKHQ WKH FRPSHWLWLYHQHVV RI WKH GHIHQGHG VHFWRU·7KLV WLHV LQZLWKZKDW
\RXFRXOGFDOOWKHVRPHZKDW¶6FKXPSHWHULDQ·XQGHUFXUUHQWRIWKHUHPDUNVPDGHE\
WKHRWKHUPLQLVWHUV ,QKLVUHVSRQVHWRWKHSDUOLDPHQWDU\GHEDWHRQ3KRWRYROWHFK LQ
 3HHWHUV DUJXHG WKDW WKHUH DUH ¶VWURQJHU DQG ZHDNHU FRPSDQLHV HYHQ LQ GLIILFXOW
VHFWRUV·WKDWLWZDV¶DOZD\VDSLW\ZKHQILUPVFORVHDQGQHHGWROD\RIIZRUNHUV·EXWWKDWLW
ZDVYHU\ KDUG IRU )ODQGHUV WR GR DQ\WKLQJ DERXW WKH FDXVHV RI VXFK FORVXUHV ¶OLNH






TXDOLI\ WKLV DVVHVVPHQW VRPHZKDW 7KHLU UHPDUNV ZHUH RIWHQ PRUH DPELJXRXV
$OWKRXJK WRZDUGV WKH XVXDO XVH RI DQWLGXPSLQJ LQVWUXPHQWVZDV VNHSWLFDO WKH\
VHHPHGWRWKLQNWKDW$'ZDVPRVWO\XVHGWRSURWHFWGHIHQVLYHEXWZHOORUJDQL]HGELJ
LQGXVWULHVWKHUHZDVOLWWOHWUDFHRIWKHVDPHLQJUDLQHGDQGGHFLVLYHO\OLEHUDODWWLWXGH
WKDW FKDUDFWHUL]HG WKHLU'XWFK FRXQWHUSDUWV1RWH DOVR WKDW DOWKRXJK WKH VDPH FLYLO
VHUYDQWVZHUHSUHVHQWLQVRXUFHVWKDWKDGEHHQDFWLYHLQ'*7UDGHFODLPHGWKDW
XQGHU 3HHWHUV WKH %HOJLDQ SRVLWLRQ KDG VKLIWHG WRZDUGV EHLQJPRUH VXSSRUWLYH RI
DQWLGXPSLQJ 7KHVH IRUPHU RIILFLDOV IHOW WKDW GHFLVLRQPDNLQJ KDG EHFRPH ¶PRUH
REMHFWLYH·WKH&RPPLVVLRQ·VLQYHVWLJDWLRQDQG%HOJLDQHFRQRPLFLQWHUHVWVZHUHJLYHQ
PRUHZHLJKW DQG%HOJLXPYRWHG LQ IDYRU RIGXWLHVPRUH RIWHQ ,QWHUYLHZ  H['*
7UDGH
)LQDOO\WKHPLQLVWHUFODLPHGLQKLVUHSO\WR+ROVODJWKDWKHGHIHQGHGD¶KHDOWK\DQG
IDLU· LQWHUQDWLRQDO WUDGH DFFRUGLQJ WR LQWHUQDWLRQDOO\ ELQGLQJ UXOHV EXW WKDW WKHVH
ZHUH FXUUHQWO\ YHU\ OLPLWHG LQWHUYHQWLRQZDVRQO\ DOORZHG LQ FDVH RIGXPSLQJRU
VXEVLGLHV,QVRODUWKH&RPPLVVLRQKDGQRW\HWUXOHGRQWKHLVVXHRIVXEVLGLHVEXWLW
KDGDFFRUGLQJWRWKHPLQLVWHUEHHQXQDEOHWRFRQYLQFLQJO\VKRZWKDWWKHUHKDGEHHQ

















7KH FLYLO VHUYLFH KDGD VNHSWLFDO YLHZRI WKH HFRQRPLF VHQVLELOLW\ RI DSSO\LQJ DQWL
GXPSLQJEXWLQVSHFLILFFDVHVVHHPVWRKDYHEHHQPRVW LQIOXHQFHGE\LWVHFRQRPLF
DQDO\VLVDQGWKH LQSXWJLYHQE\DIIHFWHGILUPV7KHPLQLVWHU·V WKLQNLQJZHQWDORQJ
WKH VDPH OLQHV D JHQHUDOO\ SUR WUDGH VWDQFH FODLPLQJ KH ZDV FRQVWUDLQHG E\
LQWHUQDWLRQDO WUDGH UXOHV DUJXLQJ WKDW LQVWDOOHUV· MREV ZHUH DW VWDNH 7KHUHIRUH
DOWKRXJKWKHLQLWLDOYRWHDJDLQVWPHDVXUHVZDVWRVRPHH[WHQWSDUWRIDNLQGRI¶EDVLF
SRVLWLRQ· LQFRPELQDWLRQZLWKWKHUHVXOWVRI WKHLU LPSDFWDQDO\VLV LWZDVFOHDUO\FR
SURGXFHG E\ LQSXWV JLYHQ E\ WKH VWDNHKROGHU 1RQHWKHOHVV WKLV LV VXIILFLHQW WR
FRQFOXGH WKDW WKHUH ZHUH LQGHHG DXWRQRPRXV VRXUFHV DYDLODEOH , ZLOO WU\ WR
GLVHQWDQJOH WKHP IXUWKHU LQ WKH ¶V\QWKHVLV· 7KLV LV QRW WKH FDVH KRZHYHU IRU WKH
VZLWFKWRDQDEVWHQWLRQ,KDYHQRLQGLFDWLRQWKDWWKLVUHVXOWHGIURPDQ\NLQGRIQRYHO








GRPLQDQW7KLVZDV D UDUHDQWLGXPSLQJFDVH LQZKLFKGLIIXVH LQWHUHVWVZHUHYHU\
IRFXVHG DQGZHOOFRRUGLQDWHG SUHVHQWLQJ WKH H[HFXWLYHZLWK D FOHDU VRFLHWDO IURQW
DJDLQVW PHDVXUHV $V ZDV GHPRQVWUDWHG LQ WKH SUHYLRXV PHFKDQLVP DPRQJ WKH
SRSXODWLRQ RI DQWLGXPSLQJ FDVHV WKH VRODU SDQHO ZDV DOVR DQ RXWOLHU LQ WHUPV RI
¶QRLVLQHVV· LWDWWUDFWHGTXLWHVRPHSUHVV WKHUHZDVDELWRISDUOLDPHQWDU\DWWHQWLRQ






ZRUN DV ¶HFRQRPLFWHFKQLFDO· UDWKHU WKDQ GLSORPDWLF ² VXSSRVHGO\ LQ FRQWUDVW WR
IRUHLJQDIIDLUV$OWKRXJKLWKDVRFFXUUHG LQ WKHSDVW WHQ\HDUV WKDW WKHPLQLVWU\RI
IRUHLJQDIIDLUVDVNHGWKHPWRYRWHDFHUWDLQZD\IRU¶UHODWLRQDO·UDWKHUWKDQHFRQRPLF
UHDVRQV WKLV KDSSHQHG YHU\ UDUHO\ DQG QHYHU DW WKH LQVWLJDWLRQ RI WKHPLQLVWU\ RI
HFRQRPLFV,H%HOJLXPQHYHUDVNHGIRURWKHUFRXQWULHVWRVXSSRUWWKHLUSRVLWLRQDQG
GLG QRW RIIHU SDFNDJH GHDOV LQ RWKHU SROLF\ DUHDV WR JHW LWV GHVLUHG RXWFRPH ,Q D
VLPLODUYHLQ%HOJLXPKDVDOPRVWQHYHUJRQHEH\RQGWKH¶WHFKQLFDO·VWDIIRI'*7UDGH
LQ LQGLYLGXDO FDVHV IRU H[DPSOH E\ JHWWLQJ LQ WRXFK ZLWK WKH &RPPLVVLRQHU ,Q
UHODWLRQ WR WKHEURDGHU H[WUD(8VWDJHP\VRXUFHVKDYH UHPDLQHGYDJXH ,W·V FOHDU
WKDW DPEDVVDGRUV RI WDUJHWHG QDWLRQV KDYH JRWWHQ LQ WRXFK ZLWK WKH %HOJLDQ
JRYHUQPHQW LQDQXPEHURI FDVHV WH[WLOHVDQGVRODUSDQHOVERWK LQYROYLQJ&KLQD
EXW WKH UHJXODULW\ RU LPSRUWDQFH RI VXFK FRQWDFWV ZDV XQFOHDU ,QWHUYLHZ  )2'
(FRQRPLH,QWHUYLHZ)2'(FRQRPLH7KH¶VPDOOQHVV·RI%HOJLXP
PHDQV WKDW LW LVRIWHQ WKHZHDNHUSDUW\ERWKZLWKLQDQGRXWVLGHRI WKH(82Q WKH


RWKHU KDQG LWV UROH DV D ¶VZLQJ VWDWH· LQ DQWLGXPSLQJ GLVDSSHDUHG DIWHU WKH 
HQODUJHPHQWV ,W LV WKHUHIRUH SUREDEO\ QRW FRQVLGHUHG D FRUH DFWRUWDUJHW HLWKHU ,W
DOVRDSSHDUVWKDW&KLQDGLGQRWSXWSUHVVXUHRQ%HOJLXPWKHVDPHZD\LWGLGZLWK
6SDLQ ,WDO\ RU )UDQFH %HOJLDQ ILUPV ZHUH QRW VLQJOHG RXW LQ DQ\ RI &KLQD·V DQWL
GXPSLQJRUDQWLVXEVLG\DFWLYLW\GXULQJWKHSHULRGQRUZHUHDQ\RIWKH
WDUJHWHGJRRGVSDUWLFXODUO\LPSRUWDQWH[SRUWSURGXFWV6WLOO%HOJLXPPD\KDYHEHHQ
VHQVLWLYH WR WKH WKUHDW RI D PRUH JHQHUDO WUDGHZDU EHWZHHQ WKH (8 DQG &KLQD
0RUHRYHULWPXVWKDYHEHHQFOHDUWRDOOPHPEHUVWDWHVWKDWVXSSRUWLQJGXWLHVFRXOG








IROORZLQJ LW FORVHO\$QWLGXPSLQJZDV WKHSUHURJDWLYH RI HFRQRPLFV DQG'L9 IHOW
OLNHWKH\ZHUHGRLQJDJRRGMRE1RQHRIWKHVXEQDWLRQDODGPLQLVWUDWLRQVSOD\HGD
UROHLQLQGLYLGXDOFDVHV7KHVRODUSDQHOFDVHDOVRQHYHUEHFDPHDVLJQLILFDQWLVVXHRQ
WKH SROLWLFDO DJHQGD PRUH JHQHUDOO\ ,QWHUYLHZ  'L9  ,QWHUYLHZ  )2'
(FRQRPLH,QWHUYLHZ)RUPHU'L9,QWHUYLHZ:%,)RUHLJQ
DIIDLUV ZDV DOVR VKXW RXW RI GHFLVLRQPDNLQJ HFRQRPLFV ¶PDGH FOHDU· WKDW WKH\
FRQVLGHUHG WKH FDVH WKHLU SUHURJDWLYH DQG IRUHLJQ DIIDLUV GLG QRW SOD\ D UROH RI
LPSRUWDQFH H[FHSW IRU WKH RUJDQL]DWLRQ RI D FRRUGLQDWLRQ PHHWLQJ ,QWHUYLHZ 
'*(  ,QWHUYLHZ  )2' (FRQRPLH  %HWZHHQ WKHPLQLVWHU DQG WKH
FLYLOVHUYLFHWKHRQO\GLIIHUHQFHSRSSHGXSZKHQWKHFDELQHWWROGWKHDQWLGXPSLQJ
XQLW WKDW %HOJLXPZDV JRLQJ WR FKDQJH LWV SRVLWLRQ IURP ¶QR· RQ WKH SUHOLPLQDU\
GXWLHVWRDQDEVWHQWLRQRQWKHILQDOGXW\$VIDUDV,FDQWHOOWKLVZDVQRWSUHFHGHG





'LGWKH\ WU\ WR WXUQ WKHLUSUHIHUHQFH LQWRSROLF\"7KHFLYLO VHUYLFH·V ¶HIIRUW· LQ WKLV
UHJDUG ZDV OLPLWHG WR SUHVHQWLQJ LWV DGYLFH WR WKH PLQLVWHU ,Q WHUPV RI WU\LQJ WR
FUHDWH VSDFH IRU KLV SUHIHUHQFH GRPHVWLFDOO\ QHLWKHU WKH\ QRU WKH PLQLVWHU HYHU
SDUWLFLSDWHGLQDQ\RIWKHSDUOLDPHQWDU\GHEDWHVQRUGLGWKH\LQWHUYHQHLQ WKHSUHVV
H[FHSW RQFH DOWKRXJK WKH\ GLG VSHOO RXW WKHLU UHDVRQLQJ LQ UHVSRQVH WR 6FKLOW]·
TXHVWLRQ7KHRQO\H[FHSWLRQZDV9DQGH/DQRWWH·VUHVSRQVHWR+ROVODJLQZKLFKKH
GHIHQGHGKLVFKRLFH WRRSSRVHPHDVXUHV+HGLGQRWGHOLYHUDQ\ IXUWKHU FRPPHQWV
EHIRUHRUDIWHUWKLV7KLVZDVQ·WQHFHVVDU\HLWKHUWKHUHZDVQRIXUWKHUFULWLFLVPRIKLV





2QHRI WKHDOOHJDWLRQV WKDW9DQGH/DQRWWHKDG WR UHVSRQG WRZDVWKDWKHKDGEHHQ
OREELHGDQGWKUHDWHQHGH[WHQVLYHO\E\&KLQHVHGLSORPDWV,QWKHSDSHUKHUHSOLHG












ZLWK QDWLRQDO HFRQRPLFV LH QRW DYDLODEOH IRU EDUJDLQLQJ DQ\ZD\ DQG WKHLU
EORFNDJHRIIRUHLJQDIIDLUV·DWWHPSWVWRSOD\DUROHLQWKLVGRVVLHULQFRPELQDWLRQZLWK
ORZGRPHVWLFHOHFWRUDOVWDNHVDQGWKHVRODUGLVSXWH·VYHU\ORZUDQNRQWKHGRPHVWLF
SROLWLFDO DJHQGD , ZRXOG DUJXH WKDW LW·V LPSUREDEOH WKDW %HOJLXP VSHQW D ORW RI
HQHUJ\RQPROGLQJWKH(XURSHDQEDODQFHRISRZHU
7KH H[WHQW RI LQWUD&RXQFLO SUHVVXUH RQ %HOJLXP UHPDLQV XQFOHDU EXW WKH FLYLO
VHUYDQWV FODLPHG WKDW LW ZDV DEVHQW DV XVXDO 7KLV DSSHDUV XQOLNHO\ JLYHQ WKH
SROLWLFL]DWLRQRIWKHFDVHLQWKH&RXQFLODQGLQWKHHQGH[WHUQDOG\QDPLFVGRVHHP
WR KDYH EHHQ GHFLVLYH $FFRUGLQJ WR WKH FLYLO VHUYLFH WKH FDELQHW·V DUJXPHQWV IRU
LJQRULQJ LWVDGYLFHRQWKH ILQDOGXWLHVDQG WKXVDEVWDLQLQJRQUDWKHU WKDQUHMHFWLQJ
PHDVXUHVZDV WKH IROORZLQJ ,W SUHIHUUHG D VROXWLRQZLWK D QHJRWLDWHGPLQLPXP
SULFHRYHUDWDNHLWRUOHDYHLWGXW\LPSRVHGE\WKH&RPPLVVLRQDSULFHXQGHUWDNLQJ
LV VKDSHG E\ QHJRWLDWLRQVZLWK WKH WDUJHW FRXQWU\ZKLOH RWKHUZLVH D WDULII RI RYHU
 PLJKW KDYH EHHQ LQVWDOOHG ZLWKRXW DQ\ VXFK GHOLEHUDWLRQV $Q DEVWHQWLRQ
KHOSHG WKH &RPPLVVLRQ DFKLHYH WKH UHTXLUHGPDMRULW\ZLWKRXW DFWXDOO\ FRQGRQLQJ
WKH LPSRVLWLRQ RI D GXW\ WKHUHE\ PDLQWDLQLQJ VRPH ¶V\PEROLF· RSSRVLWLRQ 7KLV
FRPSURPLVH ZDV DJUHHDEOH WR WKH FDELQHW ,QWHUYLHZ  )2' (FRQRPLH  






PHPEHU VWDWHV ZLWK WKH FDELQHW RI PLQLVWHU 9DQGH /DQRWWH ,QWHUYLHZ  )HGHUDO
*RYHUQPHQW
 
7KHUH LV HYLGHQFH WKDW SROLF\PDNHUV HVSHFLDOO\ZLWKLQ WKH FLYLO VHUYLFH KDG WKHLU









WKH XWLOLW\ RI DQWLGXPSLQJ DQG LWV GDQJHUV LQ LQWHUQDWLRQDOO\ LQWHJUDWHG VHFWRUV
7KHUH LV DOVR VXIILFLHQW HYLGHQFH WR SURYH WKDW WKH\ SXW WKLV SUHIHUHQFH WR ¶ZRUN·
DOWKRXJKLWVHHPVWKDWWKH\DEDQGRQHGWKLVSUHVVXUHIRUWKHILQDOYRWHDIWHUH[WHUQDO
SUHVVXUH+RZHYHULQWKHSUHYLRXVPHFKDQLVP,GLVFXVVHGDQGFRXOGQRWIDOVLI\WKH



















































































RI WKH HYLGHQFH DQG RXU SULRU H[SHFWDWLRQV WRJHWKHU GRHV WKLV KHOS XV PDNH D










GDQJHU RI D ORRPLQJ WUDGH ZDU ZLWK &KLQD DQG WKH ELODWHUDO FRQWDFWV ZLWK WKH
&KLQHVH HPEDVV\ ZRXOG KDYH WLOWHG WKH EDODQFH WRZDUGV RSSRVLQJ PHDVXUHV
&RQWUDU\ WR P\ DVVHVVPHQW LQ WKH 1HWKHUODQGV , GR QRW KRZHYHU WKLQN %HOJLXP
ZRXOGKDYHRSSRVHGGXWLHV LI WKHUHKDGEHHQDPRUHFOHDUO\GHIHQVLYH LQWHUHVW IRU
H[DPSOHLIWKHUHKDGEHHQELJSURGXFHULQWHUHVWVHVSHFLDOO\QRWLIWKHVHKDGVWDUWHG
OREE\LQJ6HFWRUV·SUHIHUHQFHVSOD\DQ LPSRUWDQWUROH LQ WKH)2'·VDVVHVVPHQWDQG
DOWKRXJK WKHUH LV VRPHGRXEWDERXW WKHSXUSRVHRI$' LW VHHPV WKDW FRQFHQWUDWHG
SURGXFHU OREE\LQJ LV DEOH WR RYHUFRPH LW 7KLV FRXQWHUIDFWXDO SRVVLELOLW\ ZDV
DFNQRZOHGJHG E\ WKH FLYLO VHUYLFH LWVHOI ,QWHUYLHZ  )2'(FRQRPLH   EXW
DOVRE\P\UHVHDUFKRQWKH¶KLVWRULFDO·UHFRUGRI%HOJLDQGHFLVLRQPDNLQJDQGYRWLQJ





ZKHQ D VRFLDOGHPRFUDW ZDV DW WKH KHOP RI WKH PLQLVWU\ RI HFRQRPLFV GLG WKHVH
SROLWLFLDQV WDNH DQ\ SULQFLSOHG VWDQFH LQ IDYRU RI IUHH WUDGH WR VXSSRUW WKHLU
RSSRVLWLRQ WR GXWLHV 7KHLU UHDVRQLQJ FDQ LQ IDFW EH PRUH HDVLO\ FODVVLILHG DV
PHUFDQWLOLVW SHUKDSV FRXSOHGZLWK D FHUWDLQ GHIHDWLVP LQ WKH IDFH RI LQWHUQDWLRQDO
FRPSHWLWLRQ0RVWPLQLVWHUVKDYHVRIDUWHQGHGWRDGKHUHWRDVLPLODUHFRQRPLFDOO\
RULHQWHG LQWHUSUHWDWLRQ RI DQWLGXPSLQJ·V SXUSRVH ,W LV WKHUHIRUH WHPSWLQJ WR
DWWULEXWH %HOJLXP·V ¶VKLIWV· RQ $' WR WKH FRUUHODWLRQ ZLWK HFRQRPLF LQWHUHVWV
$OWKRXJKWKHVKLIWLQIURPIROORZLQJWKH&RPPLVVLRQWRRSSRVLQJPRUHRIWHQ
ZDV VHW LQ E\ WKH OLEHUDO SDUWLHV LW ZDV DOVR LQ OLQH ZLWK %HOJLDQ LQWHUHVWV LQ WKH
WH[WLOHVFDVHVPRVWSULFHFRPSHWLQJWH[WLOHVSURGXFWLRQKDGFHDVHGLQWKHSUHFHGLQJ
\HDUVOHDYLQJRQO\QLFKHSOD\HUVDQGODUJHLPSRUWHUVVXFKDV1LNHWKDWRSSRVHGWKH
LPSRVLWLRQ RI GXWLHV ,QWHUYLHZ  )HGXVWULD   6LPLODUO\ DOWKRXJK %HOJLXP
ZDVQHYHUVXSSRUWLYHRIGXWLHVLQWKHVRODUSDQHOFDVHXQGHU9DQGH/DQRWWHWKLVZDV
DJDLQ LQ DFFRUGDQFH ZLWK %HOJLDQ HFRQRPLF LQWHUHVWV %HOJLXP KDV DOOHJHGO\ EHHQ
PRYLQJ¶6RXWK·DJDLQVLQFHWKHDUULYDORI3HHWHUVDWUHQGZKLFKLVHYLGHQWLQLWVPRUH
¶SURWHFWLRQLVW·VWDQFHLQGRVVLHUVVXFKDV&KLQD·VELGIRU¶PDUNHWHFRQRP\VWDWXV·DQG
WKH VWHHO FULVLV $JDLQ WKH UHFHQW VKLIW LQ IDYRU RI GHIHQVLYH PHDVXUHV LV DUJXDEO\
OLQNHGWRWKHHQGXULQJHFRQRPLFLPSRUWDQFHDQGSROLWLFDOOHYHUDJHRI%HOJLDQVWHHO
PDQXIDFWXUHUV ,Q WKH VWHHO GRVVLHU WKHUH DUH VHYHUDO YHU\ ODUJH SOD\HUV WKDW KDYH
EHHQOREE\LQJWKHFLYLOVHUYLFHDVZHOODVWKHPLQLVWHU,QWKHVRODUSDQHOGRVVLHUWKHUH
ZDVOLWWOHOHIWWREH¶VDOYDJHG·LQ%HOJLXPEXWLQVWHHOWKHUHLVVWLOODORWRISURGXFWLRQ



















,Q WKHSUHFHGLQJFKDSWHUV ,KDYHGRQH WKUHH WKLQJV ,KDYHDUJXHGWKDWZHQHHG WR
ORRN DW WKH GRPHVWLF SROLWLFV RI WUDGH , KDYH GHPRQVWUDWHG KRZ WKH FXUUHQW
PHWKRGRORJLFDO DQG WKHRUHWLFDO OLWHUDWXUH PD\ KHOS XV LQ GRLQJ VR DQG , KDYH
SHUIRUPHGWZRFDVHVWXGLHVLQWZRFRXQWULHV ,KDYHXWLOL]HGP\RZQDGDSWDWLRQRI







P\ HPSLULFDO LQYHVWLJDWLRQ IRU WKH PLGUDQJH WKHRULHV WKDW , XVHG WR LQIRUP P\
H[SODQDWRU\ UHVHDUFK , ZLOO DOVR GLVFXVV WKH EHQHILWV DQG GUDZEDFNV RI WKH
PHWKRGRORJ\,·YHDSSOLHG




L $V FDVH VWXGLHV RI %HOJLDQ DQG 'XWFK WUDGH SROLWLFV LL DV SLORW VWXGLHV RI





2QH RI WKH FRQWULEXWLRQV RI WKH 3K' KDV EHHQ WR LQWHUSUHW DQG RSHUDWLRQDOL]H WKH
PHWKRGRORJLFDOOLWHUDWXUHHVSHFLDOO\WKHZRUNE\%HDFKDQG3HGHUVHQVRWKDW,FRXOG
DSSO\ LW LQ SUDFWLFH , RIIHU RQH RI WKH ILUVW DWWHPSWV DW GRLQJ PHFKDQLVWLF SURFHVV
WUDFLQJ¶E\WKHERRN·





SUREDWLYH YDOXH RI WKH ODFN RI HYLGHQFH ZHUH XVHG WR HYDOXDWH WKH H[SODQDWRU\
SRZHU RI WKH WKHRULHV ZKLFK ZHUH WKHQ FRQIURQWHG ZLWK RQH DQRWKHU WR VHH LI
WRJHWKHU WKH\ RIIHUHG D SODXVLEOH QDUUDWLYH IRU KRZ ZH DUULYHG ZLWKLQ FHUWDLQ
ERXQGV DW WKH RXWFRPH %HFDXVH HYLGHQFH ZDV VRPHWLPHV ODFNLQJ RU PRUH
LPSRUWDQWO\ EHFDXVH WKHUH ZDV HYLGHQFH IRU PXOWLSOH WKHRULHV  DW RQFH , DOVR




$ EDFNJURXQG DVVXPSWLRQ ZDV WKDW WKH VRFLDO ZRUOG LV FRPSOH[ HQRXJK WR
QHFHVVLWDWHGHWDLOHGHPSLULFDOVWXGLHVRIWKLVVRUWZHDWOHDVWRFFDVLRQDOO\QHHGWRGR
ZLWKLQFDVH DQDO\VHV WR XQGHUVWDQG DQ RXWFRPH EXW VWDEOH HQRXJK WRPDNH WKHP
ZRUWKZKLOHVWXG\LQJRQHFDVHLVKHOSIXOLQXQGHUVWDQGLQJRWKHUFDVHVDVZHOO7KLV
PHDQV WKDW , DVVXPH WKDW WKHUH DUHSDWWHUQVZH FDQ VWXG\ HYHQ WKRXJK WKHVHPD\
VRPHWLPHV EXWQRW DOZD\VEHKDUG DQGSHUKDSV LPSRVVLEOH WRTXDQWLI\ LH WKDW
WKHUHDUHZD\VRIGRLQJ WKLQJVZD\VRI WKLQNLQJDERXWFHUWDLQ LVVXHVZKLFKDUH WR
VRPHH[WHQW¶LQYDULDQW·DFURVVWUDGHSROLF\GRVVLHUV
7KHUH DUH VRPHFOHDUGUDZEDFNV WR WKLV DSSURDFK )LUVW LW OHDQVKHDYLO\ RQ DZLGH
YDULHW\RIHYLGHQFHDQGLVWKXVTXLWHWLPHDQGGDWDGHPDQGLQJ7KLVPD\QRWDOZD\V
EH IHDVLEOH GXH WR D ODFN RI HDVLO\ DFFHVVLEOH GDWD DQG SHUKDSV LW LV QRW DOZD\V
QHFHVVDU\HLWKHU,WLVDOVRGLIILFXOWIRUUHVHDUFKHUVWRGHFLGHZKHQHQRXJKLVHQRXJK
DQGLW LVHDV\WRJHWVWXFNZLWKDQRYHUO\GHWDLOHGPHVV7KLVLVPDLQO\SUREOHPDWLF
IRU WKH SUHVHQWDWLRQ RI WKH UHVHDUFK OHVV VR IRU FRQGXFWLQJ LW ZKLFK SLHFHV RI
HYLGHQFH QHHG WR EH WDNHQ XS LQ WKH WH[W" +RZ WR VWUXFWXUH D WHVW RI YDULRXV
FRPSHWLQJWKHRULHVLIWKHVHWRVRPHH[WHQWUHO\RQWKHVDPHHYLGHQFH"+RZGHWDLOHG
GRHV WKHGLVFXVVLRQ RI WKH HPSLULFDOPDWHULDO QHHG WR EH KRZPXFK LQWHUSUHWDWLYH
ODERUQHHGVWRKDSSHQLQWKHERG\RIWKHWH[W"7KHUHLVDWHQGHQF\WRJHWWRR¶ZRUG\·
DQGWKHPDUJLQDO9HUVWHKHQYDOXHRIHYLGHQFHFDQEHFRPHQHJDWLYHDV<OLNRVNL
DOUHDG\ QRWHG LQ WKHPHWKRGRORJLFDO VHFWLRQ DW VRPH SRLQW DGGLQJ IXUWKHU GHWDLOV
PD\ GHFUHDVH WRWDO XQGHUVWDQGLQJ $ FORVHO\ UHODWHG SUREOHP LV WKDW WKH GHWDLOHG









DSSURDFK ZRXOG EH LPSRVVLEOH IRU DUWLFOHEDVHG UHVHDUFK ZKHUH ZH ZRXOG HLWKHU
KDYHWRGHPDQGRIWKHUHDGHUWRPDNHDOHDSRIIDLWK¶DGHWDLOHGSURFHVVWUDFHVKRZV
WKDW«· RU ZKHUH ZH ZRXOG KDYH WR GHSHQG RQ EORDWHG DWWDFKPHQWV WKDW PXVW
EHFDXVH RI WKH LQWHUWZLQHG DQG KHDYLO\ FRQWH[WXDOL]HG QDWXUH RI WKH HYLGHQFH
LQHYLWDEO\WDNHWKHIRUPRIORQJLQYHVWLJDWLYHQDUUDWLYHVLQWKHLURZQULJKW7KLVNLQG




EHHQ WDNHQXS LQ FKDSWHU WKUHH+RZVKRXOGZHDFWXDOO\ FRQVWUXFW WKHSULRUVKRZ
VKRXOG ZH GHDO ZLWK WKH VFRSH FRQGLWLRQV" , KDYH WULHG WR VROYH VRPH RI WKHVH
SUREOHPVP\VHOIVHHLQJWKHSULRUVDQGVFRSHFRQGLWLRQVDVDUWLILFLDOFUXWFKHVWKDWFDQ
KHOS XV RYHUFRPH ODFN RI HYLGHQFH LQWHUSUHW DPELJXRXV HYLGHQFH DQG FRQVWUXFW
FRXQWHUIDFWXDOV)RULQVWDQFHZKHQDVVHVVLQJ LIEXVLQHVVZDVLQIOXHQWLDOLQDFHUWDLQ







$OO LQ DOO DIWHU FRQGXFWLQJP\ UHVHDUFK , VWLOO VXEVFULEH WRPDQ\RI WKH EHQHILWV RI
PHFKDQLVWLFSURFHVVWUDFLQJWKDW,GLVFXVVHGLQWKHPHWKRGRORJLFDOVHFWLRQ2QHRILWV
PDLQYLUWXHV LV LQ HQIRUFLQJ WUDQVSDUHQF\ DQG LQDYRLGLQJ FOLFKpG FLUFXODURU VHOI





RXU WKHRULHV ZKDW ZRXOG WKH FRQFUHWH HPSLULFDO PDQLIHVWDWLRQV EH RI RXU RIWHQ
YDJXH WKHRUHWLFDO LGHDV":KDW GRHV GHWHUPLQDQW ; DFWXDOO\ ORRN OLNH KRZ GRZH
NQRZLW·VQRW=",WZDQWVXVWRFKHFNZKHWKHUDEXQFKRIGHWDLOHG;·VDOVRRFFXUUHGLQ
SUDFWLFH QRW MXVW RXW RI GHVFULSWLYH FXULRVLW\ EXW EHFDXVH WKLV PDWWHUV ZKHQ
HYDOXDWLQJZKHWKHUDQ\ RI WKH FRQWHQGLQJ WKHRULHVPDNH VHQVH$V , DUJXHG LQ WKH
PHWKRGRORJLFDOVHFWLRQWKHKRSHLVWKDWDOOWKHVHGHWDLOVFURVVFKHFNVDQGKHDGDFKHV
OHDG WR D EHWWHU XQGHUVWDQGLQJ RI WKH ZLGHU SKHQRPHQRQ PHDQLQJ ZH FDQ VD\
VRPHWKLQJUHDVRQDEOHDERXWZKDW¶ZRXOGKDYHKDSSHQHGLI$·²HYHQLIFRPLQJWR
VWURQJ FRQFOXVLRQV LQ DQ LQGLYLGXDO FDVH PD\ WXUQ RXW WR EH LPSRVVLEOH ,Q RWKHU
ZRUGV LWV HSLVWHPLF YDOXH VXSSRVHGO\ JRHV EH\RQG LWV GLUHFW DFDGHPLF RXWSXW








PH DERXW D \HDU DQG D KDOI WR VWXG\ IRXU FDVHV LQ WZR FRXQWULHV RQH RI WKHP D
FRPSOH[ )7$ ZKLFK VSDQQHG HLJKW \HDUV 7KHUH UHPDLQ VHYHUH OLPLWDWLRQV WR P\
UHVXOWVEXW,EHOLHYHWKHVHFRXOGKDYHEHHQRYHUFRPHKDG,KDGPRUHWLPHRUPRUH
SUHYLRXVZRUNWREXLOGRQ




WKH IDU PRUH OLPLWHG GRPDLQV RI DQWLGXPSLQJ ZHUH IDU OHVV FXPEHUVRPH LI RQO\
EHFDXVH WKH ¶RXWFRPH·ZDVPXFK VLPSOHU$PRUH LPSRUWDQWSUREOHP WKDW , IDFHG
DQG DPDMRU VRXUFH RI WH[WXDO LQIODWLRQ ZDV WKH ODFN RI H[LVWLQJ VWXGLHV ZKLFK LQ
FRPELQDWLRQZLWKP\KROLVWLFPHWKRGQHFHVVLWDWHGDORWRIDX[LOLDU\ZRUNRQP\SDUW
 HYHQ WKRXJK , IRFXVHG RQ MXVW WZR FDVHV LQ WZR FRXQWULHV 8QWDQJOLQJ WKH
PXOWLFROOLQHDUZHERIGHWHUPLQDQWVZRXOGKDYHEHHQHDVLHU LI WKHUHKDGEHHQPRUH
H[LVWLQJ OLWHUDWXUH RQ&RXQFLO G\QDPLFV LQ &(7$ RQ WKHSDUOLDPHQWDU\ DQGSUHVV·
DWWHQWLRQ IRU WUDGH LVVXHVRQGRPHVWLFEXVLQHVV OREE\LQJ UHODWHG WR WUDGH LVVXHV HW


FHWHUD$ ODUJH DPRXQW RI SUHSDUDWRU\ZRUN QHHGHG WR EH GRQH EHIRUH , FRXOG JHW
VWDUWHG ZLWK WKH PRUH IRFXVHG H[SODQDWRU\ LQYHVWLJDWLRQ RI P\ FRXQWU\FDVH
FRPELQDWLRQV $V , DUJXHG LQFKDSWHU WZRKRZHYHUP\KRSH LV WKDW WKLVSUREOHP
ZLOO EH DOOHYLDWHG DV PRUH FRPSDUDWLYH DQG KLVWRULFDO UHVHDUFK LV SHUIRUPHG RQ
PHPEHU VWDWHV· WUDGH SROLWLFV IDFLOLWDWLQJPRUH IRFXVHG DQG HOHJDQWO\ VL]HG IXWXUH
VWXGLHV , KRSH WKDWP\ HFOHFWLF WKHRUHWLFDO IUDPHZRUN DQG WKH EURDG UDQJH RIP\
HPSLULFDOZRUNFDQLQVSLUHVLPLODUSHUKDSVPRUHQDUURZVWXGLHVRIRWKHUFRXQWULHV
RUFDVHV
1H[W VRPH UXPLQDWLRQV DERXW VWXG\LQJ WUDGH SROLF\ LQ %HOJLXP DQG WKH
1HWKHUODQGV
,GLGXQGHUHVWLPDWHWKHH[WHQWWRZKLFKLQYHVWLJDWLQJ%HOJLXPDFWXDOO\LPSOLHVGRLQJ
VHYHUDO VLPXOWDQHRXV VWXGLHV WKH SROLWLFV RI )ODQGHUV RI :DOORQLD DQG WKH
)UDQFRSKRQH FRPPXQLW\ DQG RI %HOJLXP ² ZKLFK RI FRXUVH VWLOO LJQRUHV WKH
*HUPDQVSHDNLQJ DQG %UXVVHOV· HQWLWLHV 7KLV PXOWLSOLHG QRW RQO\ WKH DPRXQW RI
1*2V WUDGH XQLRQV FLYLO VHUYDQWV SDUOLDPHQWV SXEOLF VSKHUHV DQG SROLWLFLDQV HW
FHWHUD WKDW ,QHHGHG WRVFUXWLQL]HEXWDOVR WKHDPRXQWRI LQWUDLQWHUDFWRUSROLWLFV
QHWZRUNVFRRUGLQDWLRQHWFHWHUDWKDWGHWHUPLQHGWKHLUSRVLWLRQVDFWLRQVLQIOXHQFH
HWFHWHUD7KHUH LVDOZD\VFRRUGLQDWLRQDWWKHUHJLRQDO OHYHOVDVZHOODVWKHIHGHUDO
OHYHO DQG HPSOR\HUV IHGHUDWLRQV DV ZHOO DV WKH HQWLUH VSHFWUXP RI FLYLO VRFLHW\
RUJDQL]DWLRQVDUHGLYLGHGDFURVVFRQIHVVLRQDODQG ODQJXDJHEDUULHUVEXWDOVRDORQJ
WKHPDWLFDQGVHFWRUDOOLQHV
7KLV DOVR PHDQV WKDW WKH VKHHU DPRXQW RI ZRUN WKDW QHHGV WR EH GRQH WR JHW D
FRPSUHKHQVLYH HYHQ MXVW GHVFULSWLYH DFFRXQW RI ¶KRZ GHFLVLRQPDNLQJZRUNV· LQ
%HOJLXPDWWKHH[HFXWLYHOHYHOEXWDIRUWLRULLI\RXLQFOXGHWKHOHJLVODWLYHDQGVRFLHWDO
OD\HUV LV IDU JUHDWHU WKDQ LQ WKH1HWKHUODQGV 7KHUH LV DPXOWLWXGH RI JRYHUQPHQW
GHFODUDWLRQV WR FKHFN SDUW\PDQLIHVWRV SRVLWLRQV WR UHDG FRDOLWLRQV WR LQYHVWLJDWH
KHDULQJV WR UHYLHZ DQGPRVW LPSRUWDQWO\ SHUKDSV SHRSOH WR VSHDN WR $OWKRXJK
HYHQ LQ %HOJLXP WKH DPRXQW RI DFWRUV HQJDJHG ZLWK WUDGH SROLF\ LV XVXDOO\ VWLOO
UHODWLYHO\OLPLWHGHYHQLQ¶TXLHW·WLPHVWKLVPHDQVWKDWLWWDNHVIDUORQJHUEHIRUHRQH
DVD UHVHDUFKHUJHWVD VHQVHRI ¶VDWXUDWLRQ· LH WKHQRWLRQ WKDW \RXKDYH MXVW DERXW
H[KDXVWHG WKH DPRXQW RI SHRSOHGRFXPHQWVHW FHWHUD WKDW KDYH VRPHWKLQJ
PHDQLQJIXO WR VD\  WKDW DGGLQJ DQRWKHU RUJDQL]DWLRQ ZRQ·W SURYLGH DQ\ QHZ
LQVLJKWV :KHQ WKH GHDO EHFDPH ¶SROLWLFDO· WKLV SUREOHP ZDV H[DFHUEDWHG
H[SRQHQWLDOO\ 7R JLYH MXVW RQH H[DPSOH 7KH %HOJLDQ WUDGH XQLRQV DUH QRW RQO\
GLYLGHGDFURVVWKHSLOODUVEXWDOVRDWWKHVHFWRUDODQGUHJLRQDO OHYHOVDOWKRXJKWKLV
YDULHV DFURVV WKH XQLRQV DQG QHLWKHU &(7$ QRU DQWLGXPSLQJ ZDV GHDOW  ZLWK
XQLIRUPO\DFURVVDOO WKHVH OD\HUVZKLFKFUHDWHGFRRUGLQDWLYHSUREOHPVHYHQZLWKLQ
WKHXQLRQVPDNLQJ LW KDUGHU WR WHOOZKRZDVGRLQJZKDW IRUZKLFK UHDVRQDQG WR




WKH UHVHDUFK DOVRRQDPRUH FRQFHSWXDO OHYHOZKHQZDV DQDFWRU ¶VXFFHVVIXO·" ,I LW
PDQDJHG WR FKDQJH WKH SRVLWLRQ RI WKH )OHPLVK H[HFXWLYH"2U RQO\ LI WKLV )OHPLVK
SRVLWLRQ WKHQ PDGH LW WKURXJK WKH %HOJLDQ FRRUGLQDWLYH EOHQGHU" ,W VHHPHG











+RZHYHU SHUKDSV LW·V EHWWHU WR VD\ WKDW DOWKRXJK VWXG\LQJ%HOJLXP UHTXLUHVPRUH
SURFHVVLQJSRZHU LW LV DOVR FRPSDUDWLYHO\HDVLHU WRSURFXUH LQIRUPDWLRQ7KH ODUJH
DPRXQWRI ¶DFFHVVSRLQWV· IRU VRFLHWDODFWRUVDUHDOVRDYDLODEOH WRDFDGHPLFV WKHUH·V
DOZD\V VRPHRQHZKR·VZLOOLQJ WR VD\ VRPHWKLQJDERXW VRPH WKLQJV 7KLVZDVDOVR
WUXHDWWKHWHFKQLFDOOHYHOFLYLOVHUYDQWVZHUHHDJHUWRGLVFXVVWKHGHWDLOVRIWKHFDVHV








KDG WKHLUJRYHUQPHQWDORU VRFLHWDO VHDW IRUD ORQJHUSHULRGVRPHWLPHV IRUGHFDGHV
ZKLFK RIIHUHG PH D VWURQJHU KLVWRULFDO SHUVSHFWLYH ZKLOH LQ WKH 1HWKHUODQGV P\
VRXUFHVZHUHRIWHQIDLUO\QHZ²HLWKHUWRWUDGHSROLWLFVRUWRWKHLUVSHFLILFSRVLWLRQLQ
WKHGHFLVLRQPDNLQJVWUXFWXUH
7KLV EHLQJ VDLG WKH'XWFKJRYHUQPHQW LV IDUPRUH WUDQVSDUHQW DQG DFFHVVLEOH LQ D
GD\WRGD\PDQQHU LW LVIDUPRUHRSHQWR LWVSDUOLDPHQWZKLFKLWNHHSVXSWRGDWH
DERXWDQ\QHJRWLDWLRQVDVZHOODVWKH'XWFKSRVLWLRQDQG&62VDQGMRXUQDOLVWVKDYH
EHHQ XVLQJ WKH :2%WRRO WR HQIRUFH VRPH GHFODVVLILFDWLRQ RI WKH VWDWH·V LQWHUQDO
SURFHVV7KH¶:2%ILOHV·KDYHEHHQRIJUHDWLPSRUWDQFHLQP\UHVHDUFKHYHQWKRXJK
LWZDVQRWDOZD\VFOHDUZKDWDQGKRZPXFKZDVPLVVLQJ²DQGZK\,Q%HOJLXPWKH
WUDQVSDUHQF\ YLVjYLV WKH SDUOLDPHQWV LV TXLWH ORZ DQG WKH H[HFXWLYHV DUH IDU OHVV






RI WKH FLYLO VHUYDQWV DQG LW KDV UHPDLQHG VRPHZKDW RI EODQN VSRW LQP\ UHVHDUFK







ODFN RI LQIRUPDWLRQ DERXW PHPEHU VWDWHV· SRVLWLRQV DFURVV WUDGH LVVXHV DQG WKH
WHQGHQF\WRDVVXPHWKDW WKHVHSRVLWLRQVZHUHDW WKHLUFRUH LQYDULDQW$VSDUWRIP\
EDFNJURXQGUHVHDUFKRQ%HOJLXPDQGWKH1HWKHUODQGV,WULHGWRFRPSRVHDSLFWXUHRI
WKHLU SROLF\ VWDQFH EDVHG RQ WKH H[LVWLQJ OLWHUDWXUH )XUWKHUPRUH WKURXJKRXW P\
H[SODQDWRU\FDVHVWXGLHV,KDYHQRWMXVWLQYHVWLJDWHGWKHLUVWDQFHLQ&(7$DQGVRODU
EXW DOVR KRZ WKHVH UHODWHG WR WKHLU PRUH JHQHUDO SRVLWLRQLQJ RQ )7$V DQG DQWL
GXPSLQJ
7DNLQJ WKH OLPLWDWLRQV RI P\ UHVHDUFK LQWR DFFRXQW LH OLPLWHG LQ WLPH VWURQJO\
EDVHGRQLQWHUYLHZVDQGSROLF\QRWHV,EHOLHYH,FDQFRQILUPWKHRYHUDOOSLFWXUHRI
WKH 1HWKHUODQGV DV D OLEHUDO VWDWH ZLWK JHQHUDOO\ RIIHQVLYH SRVLWLRQV ² FHUWDLQO\ LQ
DQWLGXPSLQJ EXW DOVR LQ )7$V +RZHYHU WKLV UHTXLUHV VRPH TXDOLILFDWLRQV WKH
1HWKHUODQGVKDV WDNHQ LQGHIHQVLYHSRVLWLRQVDVZHOOQRWDEO\ LQDJULFXOWXUHRQFXW
IORZHUV6RXWK$IULFDLQPHDW&DQDGDRQHJJVDQGSRXOWU\8NUDLQHEXWDOVRLQ
LWV VXSSRUW RI DQG UHTXHVW IRU JHRJUDSKLFDO LQGLFDWLRQV LQ QXPHURXV )7$V EXW
HVSHFLDOO\8NUDLQH LW·V FOHDU WKDW DW OHDVW VRPH DJULFXOWXUDO LQWHUHVWV DQG GHFLVLRQ
PDNHUV VHH DQLPDO ZHOIDUH SURYLVLRQV DV D XVHIXO QRQWDULII EDUULHU DQG DV D
EDUJDLQLQJFKLSWKDWSURWHFWVWKHLURZQLQGXVWULHV7KHUHZHUHLQGLFDWLRQVWKDWLWKDV
DOVR KDG VRPH PRUH GHIHQVLYH LQGXVWULDO LQWHUHVWV EXW , KDYH QRW EHHQ DEOH WR
SURSHUO\WUDFNWKHVHGRZQ5HFHQWO\LQWKHVWHHOGRVVLHUVLQDQWLGXPSLQJOREE\LQJ
E\WKHVWHHOLQGXVWU\KDVVXFFHHGHGDWUDLVLQJ'XWFKVXSSRUWDVZHOO6RWKHUHLVVRPH
IOXLGLW\ LQ LWV SRVLWLRQ DQG LW·V DQ LQWHUHVWLQJ TXHVWLRQ KRZ WKH 1HWKHUODQGV ZLOO
UHVSRQG LQ QHJRWLDWLRQVZKHUH LW KDV VRPH VWURQJ GHIHQVLYH VWDNHV VXFK DV LQ WKH
)7$ ZLWK 1HZ =HDODQG ZKHUH LW KDV VHQVLWLYH GDLU\ LQWHUHVWV 6WLOO , EHOLHYH ZH
ZRXOGQHHGWRVHHVRPHVWURQJVKLIWVLQHLWKHUWKH'XWFKSROLWLFDOODQGVFDSHRULQWKH
VWUXFWXUH RI LWV HFRQRP\ EHIRUH WKH 1HWKHUODQGV WXUQV DZD\ IURP RSHQPDUNHWV 
DOWKRXJK WKH FRQWHPSRUDU\ SROLWLFV RI WKH 1HWKHUODQGV VKRXOG QRW VWUHQJWKHQ RXU
KRSHWKDWLQWHUQDWLRQDOLQWHJUDWLRQQHFHVVDULO\IRVWHUVLQWHUQDWLRQDOLVP
%HOJLXPE\FRPSDULVRQKDVEHHQOHVVLQFOLQHGWRSRVHDVDFKDPSLRQRIIUHHWUDGH
DOWKRXJK DOO RI WKH H[HFXWLYHV LQFOXGLQJ :DOORQLD KDYH FRQWLQXHG WR HPSKDVL]H
WKHLU WUDGH GHSHQGHQF\ DQG WKH QHFHVVLW\ RI ERRVWLQJ H[SRUWV DQG LQYHVWPHQW ,Q
PDQ\ZD\VLWVSRVLWLRQVVHHPFRPSDUDEOHWRWKRVHRIWKH1HWKHUODQGVZLWKRIIHQVLYH
LQWHUHVWV LQ LQGXVWULDO JRRGVDQG VHUYLFHV DQG LQFUHDVLQJO\ LQDJULFXOWXUH EXWZLWK
VWURQJHU GHIHQVLYH UHIOH[HV ² HVSHFLDOO\ LQ UHODWLRQ WR D VHULHV RI VHQVLWLYH VHUYLFHV
SXEOLFXWLOLWLHVDXGLRYLVXDODQGFXOWXUDOVHUYLFHVEXWDOVRLQUHJDUGVWRDJULFXOWXUH
,Q WUDGH GHIHQVHV LWV SRVLWLRQ KDV EHHQ OHVV VWDEOH DQG WKHUH LV D OHVV SURQRXQFHG




WKH SUHIHUHQFHV RI :DOORQLD DQG )ODQGHUV ZKLFK KDV LQFUHDVLQJO\ HPSKDVL]HG LWV


RIIHQVLYH JRDOV DQG KDV GHPRQVWUDWHG D IDU JUHDWHU ZLOOLQJQHVV WR QHJRWLDWH RYHU
%HOJLXP·V WUDGLWLRQDO VHQVLWLYLWLHV LW ZRXOG VHHP WKDW %HOJLXP KDVPRVWO\ EHFRPH
PRUHSURQHWRDEVWHQWLRQV
$QRWKHUGLIIHUHQFHEHWZHHQWKHWZRVWDWHVZDVVLWXDWHGLQWKHLUSRVLWLRQVRQVHUYLFHV
OLEHUDOL]DWLRQ %HOJLXP ZDV VWURQJO\ VXVSLFLRXV RI QHJDWLYH OLVWLQJ LQ &(7$ DQG
ZKLOH WKH 1HWKHUODQGV TXLFNO\ RYHUFDPH LWV LQLWLDO UHWLFHQFH %HOJLXP UHPDLQHG
RSSRVHGHYHQWKRXJKWKH\\LHOGHGWRWKHPDMRULW\LQWKH&RXQFLO7KH1HWKHUODQGV
DOVR H[SUHVVHG IDU OHVV UHVHUYDWLRQV DQG PRUH JHQHUDOO\ VHHPV WR KDYH EHHQ OHVV
ZRUULHGRYHU OLEHUDOL]DWLRQ LQDQXPEHURIVHFWRUV WKDWZHUHRII OLPLWV IRU%HOJLXP
VXFKDVHGXFDWLRQDQGKHDOWKVHUYLFHVRUDXGLRYLVXDODQGFXOWXUDOVHUYLFHV ,ZRXOG
KDYHQHHGHGWRSHUIRUPDQDQDO\VLVRIWKH'XWFKRIIHUV LQRWKHUWUHDWLHVWRVHHKRZ




LQWHUHVWLQJ WR WUDFH WKHJHQHVLVRI WKLVSRVLWLRQZKHQ WKH\ VWDUWHGEULQJLQJ WKLVXS
DQGZK\EXWE\WKHWLPH&(7$ZDVQHJRWLDWHGLWVHHPVWRKDYHDOUHDG\EHFRPHDQ
RVVLILHG SDUW RI WKHLU ¶XVXDO· SRVLWLRQ :HPD\ ZRQGHU KRZ ¶VWURQJ· WKLV SRVLWLRQ
DFWXDOO\LVRIFRXUVHDQGLWVHHPVWRKDYHUHPDLQHGZLWKLQWKHERXQGVRIV\PEROLF
SROLWLFV QHLWKHU KDV GHPDQGHG VWURQJ HQIRUFHPHQW RI WKHVH FKDSWHUV LQ IDFW WKH
1HWKHUODQGVRSSRVHG WKH&DQDGLDQSURSRVDO WR OLQN WKHPWR ILQHVDQG WKH%HOJLDQ
PRGHO %,7V· SURYLVLRQV RQ VXVWDLQDEOH GHYHORSPHQW DQG LQYHVWRU REOLJDWLRQVZHUH
DOOHJHGO\ ZHDN DQG QRQFRPPLWWDO ,Q WKH VRPHZKDW UHODWHG ILHOG RI IRRG DQG
SURGXFW VDIHW\ WKHLUSRVLWLRQV KDYH EHHQPRUH VWULFW RQ KRUPRQHV*02V DQG WKH









DOORZXVWRJHWD ORRNDW WKH'XWFKSRVLWLRQRYHUWKHSDVW ILIWHHQ\HDUV ,Q%HOJLXP
ZHZRXOGDJDLQQHHGPRUHLQWHUYLHZVRUDQXPEHURIDUFKLYDOUHTXHVWVGLUHFWHGDW
WKHPLQLVWULHVRIIRUHLJQDIIDLUVDQGHFRQRPLFV*LYHQWKHFXUUHQWFRQWHVWDWLRQRIWKLV
GRPDLQPRUHVFUXWLQ\VHHPVZDUUDQWHG LQSDUWLFXODURI WKHLU VWDQFHRQ LQYHVWPHQW
SURWHFWLRQ:KHUHDV%HOJLXPVHHPVWRKDYHVRPHZKDW¶VWXPEOHG·XSRQLWVSRVLWLRQV
RQ LQYHVWPHQW SURWHFWLRQ DQG ,6'6 WKURXJK SDWKGHSHQGHQF\ DQG IRUHLJQ SROLF\
FRQVLGHUDWLRQVUDWKHUWKDQHFRQRPLFVWUDWHJL]LQJRUILUPV·OREE\LQJWKH'XWFKKDYH
EHHQDUGHQWVXSSRUWHUVRIVWURQJDQGLQYHVWRUIULHQGO\%,7VDQGLQYHVWPHQWFKDSWHUV
$V ,GLVFXVVHG LQ WKH'XWFK LQWURGXFWRU\ FKDSWHU WKLV VWDQFHDSSHDUV WR EH FORVHO\
LQWHUWZLQHGZLWK WKH1HWKHUODQGV· UROH DV D KDYHQ IRU OHWWHUER[FRPSDQLHV DQG LWV
HIIRUWV DW EHLQJ D ¶FRPSHWLWLYH· WD[ UHJLPH LQWHUQDWLRQDOO\ DQG WKH FLYLO VHUYLFH KDV
LWVHOI FODLPHG WKDW WKH %,7V ZHUH GHVLJQHG LQ FORVH FRRSHUDWLRQ ZLWK EXVLQHVV
+RZHYHU DV D UHFHQW ERRN RQ WKH SROLWLFV RI LQWHUQDWLRQDO LQYHVWPHQW WUHDWLHV KDV


DUJXHG ZH NQRZ YHU\ OLWWOH DERXW WKH SROLWLFV RI %,7V LQ WKH GHYHORSHG ZRUOG
%RQQLWFKD 3RXOVHQ 	 :DLEHO  0\ RZQ FRQWULEXWLRQ KHUH KDV EHHQ PRUH




QRW HPSKDVL]HG WKLV WR DQ\ JUHDW H[WHQW LQVLGHP\ FDVHZRUN , GLG SLFN XS VXFK
OLQNDJHV)RUH[DPSOHWKH%HOJLDQDQG'XWFKSROLWLFVRIVRODUGXPSLQJZHUHFOHDUO\
FRQQHFWHG ZLWK GRPHVWLF HQYLURQPHQWDO SROLWLFV DQG ZLWK WKH V\VWHPV IRU
VXEVLGL]LQJUHQHZDEOHVWKDWKDGEHHQSXWLQSODFH7KLVDIIHFWHGERWKWKHFRVWEHQHILW
FDOFXODWLRQVRIWKHSULYDWHVHFWRUDVZHOODVWKHUHDVRQLQJRISROLF\PDNHUV7KHWD[
LQYHVWPHQW QH[XV RI WKH 'XWFK SROLWLFV RI ,6'6 LV DQRWKHU H[DPSOH DV ZHUH WKH
%HOJLDQ ZRUULHV DW WKH VWDWH DV ZHOO DV VRFLHWDO OHYHO RYHU VHUYLFHV OLEHUDOL]DWLRQ
WKHUH ZHUH IHDUV WKDW FRPPLWPHQWV LQ WKH WUDGH VSKHUH ZRXOG VSLOO RYHU WR WKH
LQWHUQDO (XURSHDQ DQG GRPHVWLF PDUNHW DQG WKH UHJXODWRU\ VSKHUH  H[WHUQDO
OLEHUDOL]DWLRQZDVVHHQDVUHRSHQLQJWKHGRRUWRSULYDWL]DWLRQ)LVFDOFRQFHUQVHJ
WKHFRVWVRIHQIRUFHPHQWSOD\HGDUROHLQWKH'XWFKSRVLWLRQRQDQWLGXPSLQJZKLOH
LQ DJULFXOWXUH WKH UHIRUPV RI WKH FRPPRQ DJULFXOWXUDO SROLF\ KDG DOVR SXVKHG
VKLIWLQJYLHZVZLWKLQ WKHPLQLVWULHVDVZHOODV WKHVHFWRUVRQ WKHFRVWVEHQHILWVRI
LQWHUQDWLRQDO WUDGH SRVLWLRQV LQ WKH ODWWHU GRPDLQZHUH DOVR WLHG WR WKH SROLWLFV RI
LQGXVWULDODQLPDOZHOIDUHDVZHOODVFRPSHWLWLRQSROLFLHVZKLFKUHGXFHGWKHVFRSH













SOD\HG D FHQWUDO UROH LQ HYHU\ URXQG RI WUDGH FRQWHVWDWLRQ VLQFH WKH WXUQ RI WKH
FHQWXU\
2QH RI WKH WKUHH DFWRUV WKDW , KDYH ORRNHG DWZDV FLYLO VRFLHW\ZKLFK LQP\ZRUN
LQFOXGHG D YDULHW\ RI RUJDQL]DWLRQV GHYHORSPHQW 1*2V FRQVXPHUV· ZDWFKGRJV
WUDGHXQLRQVDQGRWKHUV
, KDYH VKRZQ WKDW LQ ERWK %HOJLXP DQG WKH 1HWKHUODQGV WKHUH KDYH EHHQ
RUJDQL]DWLRQVZKLFKKDYHEHHQPRQLWRULQJWUDGHSROLF\IRUDORQJWLPHKDYHEXLOWXS
FRQVLGHUDEOH H[SHUWLVH DQG ZKLFK KDYH EHHQ DFWLYH PHPEHUV RI WKH (8OHYHO
QHWZRUNV ZRUNLQJ LQ WKLV GRPDLQ ,Q %HOJLXP WKLV FOLTXH ZDV VRPHZKDW ODUJHU
KRZHYHU LQFOXGLQJ LQ SDUWLFXODU DOVR WKH WUDGH XQLRQV 6LQFH DERXW  DIWHU WKH
SURWHVWV DJDLQVW WKH *$76 DQG %RONHVWHLQ IDGHG DZD\ WKH ZRUN RI WKHVH JURXSV
UHYROYHG PRVWO\ DURXQG WKH GHYHORSPHQW GLPHQVLRQ RI WUDGH DQG LQYHVWPHQW
FULWLFL]LQJ LQVWUXPHQWV OLNH ,6'6 %,7V DQG )7$V EXW DOPRVW DOZD\V IURP WKH
SHUVSHFWLYHRIGHYHORSLQJFRXQWULHV7KLVPD\KDYHFRQWULEXWHGWRWKHJHQHUDOO\ORZ






XS H[SHUWLVH PDLQWDLQLQJ DOVR QHWZRUNV DQG FRDOLWLRQV ZLWK WKH 1*2V IRU ZKRP
WUDGH LVVXHV UHPDLQHG FHQWUDO$V , VKRZHG WKH H[SHUWLVH RI WKHVH JURXSV WKH IDFW
WKDWWKH\KDGDOUHDG\SUHSDUHGPDQ\RIWKHLUDQDO\VHVDQGDUJXPHQWVRQLVVXHVVXFK
DV ,6'6 DQG VHUYLFHV OLEHUDOL]DWLRQ SOD\HG DQ LPSRUWDQW UROH LQ WKHLU DELOLW\ WR
PRELOL]H VR TXLFNO\ RQ D QXPEHU RI KLJKO\ WHFKQLFDO LVVXHV ZKHQ 77,3 SUHVHQWHG
WKHPDSROLWLFDOZLQGRZRIRSSRUWXQLW\
7KH ¶WHFKQLFDO· FDSDFLW\ RI &62V WR WUDFN WUDGH SROLF\ DQG WKH GRPHVWLF DQG
(XURSHDQQHWZRUNVWKDWKHOSHGPDLQWDLQEXLOGDQGVSUHDGWKLVH[SHUWLVHDVZHOODV
WKHLU FDSDFLW\ WR SROLWLFL]H WUDGH LVVXHV DQG WKH FRDOLWLRQV DQG IUDPHV WKH\ KDYH
FRQVWUXFWHG RYHU WKH \HDUV WR GR VR ZRXOG SURYLGH D YHU\ LQWHUHVWLQJ JXLGH IRU
IXUWKHUUHVHDUFKQRWRQO\LQFRXQWULHVZKHUHWKHUHKDVEHHQPRUH WUDGHDFWLYLVPLQ
UHFHQW\HDUV*HUPDQ\$XVWULDEXWDOVRLQFRXQWULHVZKHUHLWKDVEHHQODFNLQJVXFK
DV LQ 6ZHGHQ 3RODQG RU 6SDLQ :DV FLYLO VRFLHW\ MXVW QRW LQWHUHVWHG ZHUH WKH\










QRYHO VSDQQLQJ VHYHUDO FRXQWULHV DQG D KHWHURJHQHRXV VHW RI DFWRUV PDQ\ RI WKH
FKDUDFWHULVWLFVRIWKHPRELOL]DWLRQKDGDOUHDG\EHHQSUHVHQWLQWKHFRQWHVWDWLRQRIWKH
0$,DQGWKH*$76&UHVS\1RWRQO\ZHUHWKHVHVWUXJJOHVZDJHGE\PDQ\RI
WKH VDPH DFWRUVXVLQJ WKH VDPH WRROV HJ0$,*$7677,3 IUHH ]RQHV WKH\ DOVR
FRQFHUQHG D QXPEHURI WKH VDPHGHHS WUDGH LVVXHV WKDW KDYHPRWLYDWHG WKH UHFHQW
XSKHDYDO LQYHVWPHQW SXEOLF VHUYLFHV WKH ULJKW WR UHJXODWH LQ WKH SXEOLF LQWHUHVW
0RUHRYHUZHKDYHIRUDW OHDVWWKHSDVWILIWHHQ\HDUVKDGSHUVLVWHQWFULWLFLVPVRIWKH
%,7V DOWKRXJK WKLVZDV UDUHO\ SLFNHGXS E\ WKH SUHVV RU SROLF\PDNHUV DQG ULJKW
EHIRUH&(7$77,3ZHZLWQHVVHGWKHVXFFHVVIXOFRQWHVWDWLRQRI$&7$





&(7$ XQWLO DIWHU WKH GHDO·V FRQFOXVLRQ ,Q %HOJLXP DV ZHOO DV WKH 1HWKHUODQGV
VWUDWHJLFDFWLRQE\ WKHFRUHJURXSRI&62VZDVFUXFLDO LQ OLJKWLQJ WKHNLQGOHRI WKH
GHHSWUDGHDJHQGD7KH¶YDQJXDUG·UHFRJQL]HG77,3DVDQRSSRUWXQLW\WRERRVWWKH
VDOLHQFH RI WKH WRSLFV WKH\ KDG EHHQ ZRUNLQJ RQ IRU \HDUV 1RW RQO\ WRZDUGV WKH
JHQHUDO SXEOLF RU WKH SROLWLFDO OHYHO EXW DOVR WR PDQ\ RWKHU RUJDQL]DWLRQV ZKRVH
LQWHUHVW LQ WUDGH KDG ZLWKHUHG 7KHLU HDUO\ DFWLYLVP ZDV QRW MXVW GLUHFWHG DW WKH
H[HFXWLYHEXWDWJHWWLQJWKHVH RIWHQIDU ODUJHURUJDQL]DWLRQV· LQWHUHVW WKH\QHHGHG
WRPDNHFOHDUWKDWWKHVH)7$VZHUHQRW MXVWVRPHWKLQJWKDWFRXOGGLUHFWO\DIIHFWWKH
LQWHUHVWVRIWKHLUPHPEHUVEXWWKDWLWZDVVRPHWKLQJWKDWFRXOGEHXVHGWRFRQVWUXFW
D YLDEOH FDPSDLJQ (VSHFLDOO\ LQ UHODWLRQ WR WKH XQLRQV EXW DOVR WKH FRQVXPHU
RUJDQL]DWLRQVDQGWKHKHDOWK IXQGVD IXUWKHUVWUXJJOHZDVWRFRPHXSZLWK IUDPHV
WKDWPDQDJHGWROHJLWLPL]HWKLVEUHDNIURPWKHSDVWZKLOHUHWDLQLQJWKHUHVSHFWDELOLW\
RI WKHVH LQVWLWXWLRQDOSOD\HUVYLVjYLV WKHH[HFXWLYHVZLWKZKLFK WKHVHDVVRFLDWLRQV




HVSHFLDOO\ FDUHIXO WKDW WKH\ GLG QRW HQG XS ZLWK D SURWHFWLRQLVW VWDPS DQG WKH\













1H[W WUDGH SROLWLFV ZDV PXOWLOHYHO SROLWLFV 7KH (XURSHDQ DQG WR D OHVVHU H[WHQW
LQWHUQDWLRQDO QHWZRUNV DQG RUJDQL]DWLRQV ZHUH RI JUHDW LPSRUWDQFH IRU &62V·






FRQVXOWDWLRQ RQ 77,3 +RZHYHU YLFH YHUVD WKHVH (8 HIIRUWV GHSHQGHG KHDYLO\ RQ
QDWLRQDOOHYHOG\QDPLFVWKHSLYRWDO6HDWWOHWR%UXVVHOV1HWZRUNDVZHOODVPDQ\RI
WKH RWKHU (8OHYHO DVVRFLDWLRQV VXFK DV WKH (XURSHDQ WUDGHXQLRQV GHSHQGHG RQ
UHVRXUFHV DQGPRUH LPSRUWDQWO\ SDUWLFLSDWLRQ IURPQDWLRQDO JURXSV WKH  GRPHVWLF
JURXSVKDGWRJDWKHUWKHDXWRJUDSKVWROREE\SDUOLDPHQWVWRJHWSHRSOHWRSURWHVW
DQGWRSXWSUHVVXUHRQ¶WKHLU·0(3VDVZHOODVWKH&RXQFLO,QGRLQJVRWKH\QHHGHG
WR ZRUN ZLWK QDWLRQDO PHGLD SXEOLFV DQG SDUWLHV $OWKRXJK WKH SDUWLFLSDWLRQ RI
RUJDQL]DWLRQV OLNH %(8& DQG (78&SOD\HG D UROH LQ WKH GHFLVLRQ RI WKHLU QDWLRQDO
PHPEHUV WR MRLQ LQ WKLV VKRXOG QRW EH RYHUHVWLPDWHG HLWKHU WKH FRQVLGHUDWLRQV RI
PRVWJURXSVZHUHRULHQWHGDWWKHGRPHVWLFOHYHO1DWLRQDORUUHJLRQDOQHWZRUNVDQG
HVWLPDWLRQV RI WKH ORFDO ¶FDPSDLJQDELOLW\· RI WKH )7$V DQG DVVHVVPHQWV RI
RUJDQL]DWLRQ·VRZQVXEVWDQWLYHLQWHUHVWVZHUHRIJUHDWHULPSRUWDQFHWKDQWKHUHSRUWV
RU SRVLWLRQV SURGXFHG E\ WKHLU (8 SDUWQHUV 1RQHWKHOHVV WKH (XURSHDQ QHWZRUNV
ZHUH FUXFLDO LQ GLVVHPLQDWLQJ LQIRUPDWLRQ IRU H[DPSOH WKH FRQVXPHUV·
RUJDQL]DWLRQVZHUHLQIRUPHGE\WKH%(8&UDWKHUWKDQQDWLRQDO1*2VDQGWKHUHDUH
PDQ\ VLPLODULWLHV LQ WKH DUJXPHQWV DQG UHIHUHQFHV XVHG E\ WKH %HOJLDQ DQG'XWFK
&62VDQGLQFRRUGLQDWLQJWKH(XURSHDQZLWKWKHQDWLRQDOFDPSDLJQV
+RZHYHU WKHPXOWLOHYHOQDWXUHRI WUDGHSROLF\PDNLQJ LQ LWVHOIZDVFOHDUO\DIDFWRU
WKDW OLPLWHG WKH H[WHQW RI VRFLHWDO HQJDJHPHQW ZLWK WKLV LVVXH EHFDXVH WKH FKDLQ




KDG WR WUDQVIHU VRFLHWDOGHPDQGV WR WKHPXFK OHVVDFFHVVLEOH IRU WKHPDW OHDVW(8
OHYHOV
%XLOGLQJ RQ WKLV DQG WKHSUHYLRXVSURSRVLWLRQ IXUWKHU UHVHDUFKPD\ IRFXV RQKRZ
WKLVFDPSDLJQZDVFRRUGLQDWHGDWWKH(8OHYHODQGWKHQPHGLDWHGLQWKHYDULHW\RI
GRPHVWLFDUHQDV+RZGLG ORFDOJURXSVSUHVHQW WKH)7$V"+RZGLG WKLV ILW LQZLWK
WKH FRQVWUDLQWV DQG RSSRUWXQLWLHV RI WKH GRPHVWLF FRQWH[W WKHLU DOOLHV DQG






&62V KDYH EHHQ PRUH LQIOXHQWLDO LQ %HOJLXP WKDQ LQ WKH 1HWKHUODQGV :H FDQ
DWWULEXWHWKLVLQSDUWWRWKHFRQWLQXHGLQYROYHPHQWRIWKHWUDGHXQLRQV





6202 71, IROORZHG WUDGH DQG LQYHVWPHQW PRVWO\ IURP D FULWLFDO 1RUWK6RXWK
SHUVSHFWLYH VFUXWLQL]LQJ IRU H[DPSOH WKH HIIHFWV RI %,7V RQ GHYHORSLQJ FRXQWULHV
+RZHYHU WKHWUDGHXQLRQVVHHPWRKDYHEHHQIXOO\RQERDUGZLWKRUVXSSRUWLYHO\
QHJOHFWLQJ WKH WUDGHDJHQGDDQGRWKHU1*2VZHUHHLWKHU FRRSWHGOLNH2[IDPRU
DEVHQW,QFRQWUDVWLQ%HOJLXPWKH'HFHQW:RUNFRDOLWLRQKDVJDWKHUHGERWKWKHWUDGH
XQLRQVDVZHOODV2[IDPDQG&1&':KHUHDV)19KDVRQO\LQKLUHG
VRPHRQH WR WUDFN WUDGH SROLF\ WKH %HOJLDQ XQLRQV KDYH KDG VRPH VWDII IROORZLQJ
WKHVHGRVVLHUVIRUVHYHUDO\HDUVZKLOH&1&'KDYHJRQHEH\RQGSURGXFLQJ





PRGHVWEHIRUH WKH&(7$VDJDEXWP\ZRUN LQGLFDWHVWKHUH LVVRPHFRQVRODWLRQIRU
WKHVH JURXSV$OWKRXJK WKH ORQJLWXGLQDO DVSHFW RIP\ZRUNZDV OLPLWHG WKH &62




VRFLHW\ FOHDUO\ GRHV KDYH DQ PXOWLOHYHO DFWLRQ UHSHUWRLUH DW LWV GLVSRVDO LW LV QRW
SRZHUOHVV 0\ ZRUN VKRZV WKDW WKHLU FRQWLQXHG YLJLODQFH KDV FRQWULEXWHG WR
%HOJLXP·V VWURQJHU VWDQFHRQ VXVWDLQDEOHGHYHORSPHQW LQYHVWPHQW DQG VHUYLFHV ,Q









PRELOL]H QRW MXVW WKHLU PHPEHUV EXW DOVR WKHLU QHWZRUNV DFURVV WKH SROLWLFDO
ODQGVFDSH
,QP\ UHVHDUFK , KDYH OXPSHG WKH WUDGHXQLRQV WRJHWKHUZLWKRWKHUJURXSV LQP\
DQDO\WLFDOO\XVHIXOFDWHJRU\RI ¶FLYLOVRFLHW\RUJDQL]DWLRQV·LPSO\LQJWKDW LWZDVRQH
DPRQJ PDQ\ QRQHFRQRPLF DFWRUV +RZHYHU WKLV FDWHJRUL]DWLRQ GRHV QRW DOZD\V
PDNHVHQVH7KHLUUHVLVWDQFHDJDLQVWVHUYLFHVOLEHUDOL]DWLRQIRUH[DPSOHZDVRXWRID
FOHDUHFRQRPLFLQWHUHVWDSDUW IURPPRUHQRQHFRQRPLFPRWLYDWLRQV0\ LQWHUYLHZV





WR LQWUDXQLRQ FRQIOLFW EXW UDWKHU WR YDU\LQJ OHYHOV RI DZDUHQHVV DQG DFWLYLW\ ,Q
&(7$ WKHSXEOLFVHUYLFHXQLRQV LQ WKH1HWKHUODQGVDVZHOODV LQ%HOJLXPZHUHIDU
PRUHDFWLYHDWDQHDUOLHUWLPHDQGLWZHUHDOVRWKHVHVHFWRUVWKDWZHUHLQ%HOJLXP
SDUWRIWKHPRUHDFWLYLVW'FDPSDLJQZKLOHWKHSHDNIHGHUDWLRQVKHVLWDWHG1RWH
WKDW WKHVHGLIIHUHQFHVZHUH UHSURGXFHGDW WKH(XURSHDQ OHYHOZKHUH WKH(XURSHDQ
IHGHUDWLRQRISXEOLF VHUYLFHXQLRQV (368KDVSOD\HGD IDUPRUHDFWLYH UROH LQ WKH
&(7$77,37L6$GHEDWHVWKDQPRVWRWKHUIHGHUDWLRQVLQFOXGLQJWKHPDQXIDFWXULQJ
XQLRQV· ,QGXVWUL$OO +RZHYHU LQ DQWLGXPSLQJ ZH KDYH VHHQ WKH UHYHUVH KHUH LW
KDYHEHHQWKHPDQXIDFWXULQJIHGHUDWLRQVWKDWWUDFNHGWKLVPRUHFORVHO\ LQ%HOJLXP
DQG WKH1HWKHUODQGV DOWKRXJKP\ZRUN RQ WKLVZDV OLPLWHG DVZHOO DV DW WKH(8
OHYHO 7KLV ZDV YLVLEOH IRU H[DPSOH LQ ,QGXVWUL$OO·V VXSSRUW IRU $' PHDVXUHV LQ
VWHHO DQG LWV FRRSHUDWLRQ ZLWK EXVLQHVV LQ LWV SURWHVWV DJDLQVW &KLQD·V PDUNHW
HFRQRP\ VWDWXV LQ  )URP P\ SLORW LQWHUYLHZV ZLWK WKH *HUPDQ XQLRQV LW
HPHUJHGWKDWVLPLODUGLIIHUHQFHVZHUHSUHVHQWLQ*HUPDQ\DVZHOO
6WLOOVHWWLQJDVLGHWKHVHGLIIHUHQFHVEDVHGRQP\VWXG\RIWKH%HOJLDQFDVH,EHOLHYH
ZH FDQ FRQFOXGH WKDW WKH VWURQJHU SDUWLFLSDWLRQ RI RUJDQL]HG ODERU LQ WUDGH HYHQ
EHIRUH  VWUHQJWKHQHG WKH OHYHUDJH RI WKH &62V DQG LQ SDUWLFXODU DXJPHQWHG
WKHLUDFFHVVWRH[HFXWLYHDFWRUVIURPWKHFHQWHUOHIWDQGWKH&KULVWLDQGHPRFUDWV
+RZHYHU DV ,GLVFXVVHG LQ WKH LQWURGXFWRU\ FKDSWHUV LW KDV DOVR EHHQ DUJXHG WKDW
%HOJLDQ DQG 'XWFK ODERU PRYHPHQWV KDYH LQWHUQDOL]HG WKH GLVFRXUVH RI




WHDFK XV WR ZKDW H[WHQW ZH FDQ H[SHFW ODERU WR SOD\ D UROH LQ WKH IXWXUH RI WUDGH
SROLF\DQGWRZKDWH[WHQW LWZLOOFRQWLQXH WRHQJDJH LQWKH WUDQVQDWLRQDODVZHOODV
GRPHVWLF QHWZRUNV WKDW IDFLOLWDWHG WKHLU UROH LQ WKH &(7$77,3 FDPSDLJQV $V ,
DUJXH LQ WKH QH[W SRLQW WKLV VKRXOG QRW EH VHSDUDWHG IURP DQDO\VHV RI WKHLU
UHODWLRQVKLSVZLWKSDUW\SROLWLFDODQGJRYHUQPHQWDODFWRUVSDUWLFXODUO\WKHLU¶QDWXUDO
DOOLHV·IURPWKHOHIW
3DUW\SROLWLFV WKH HOHFWRUDO EDODQFH RI SRZHU DQG WKH FRPSRVLWLRQ RI WKH
JRYHUQLQJPDMRULW\SOD\DQLPSRUWDQWUROHLQGHWHUPLQLQJ&62V·LQIOXHQFH
$SDUW IURP WKH RUJDQL]DWLRQDO VWUHQJWK DQG H[SHUWLVH RI WKH &62V WKHPVHOYHV WKH
SROLWLFDOFOLPDWHLQZKLFKWKH\ZHUHRSHUDWLQJZDVFUXFLDO ,Q)ODQGHUVEHIRUH
WKH&62VFRXOGZLHOG LQIOXHQFH LOOXVWUDWHGE\ WKHUHMHFWLRQRI WKH&RORPELD%,7 LQ
EXWDIWHUWKHVSDOHIWWKHH[HFXWLYHDQGZLWKWKH19$DWWKHKHOPRIIRUHLJQ
DQG WUDGH SROLFLHV WKLV UHODWLRQV EHFDPHPRVWO\ DQWDJRQLVWLF 2Q WKH )UDQFRSKRQH
VLGHFORVHUHODWLRQVKLSVZHUHPDLQWDLQHGZLWKWKH36DQGWKLVZDVRQHRIWKHPDLQ
YHQXHVIRULQIOXHQFHWKURXJKRXWWKHQHJRWLDWLRQV:KHQWKLVSDUW\ZDVRXVWHGIURP
WKH IHGHUDO JRYHUQPHQW FXW ORRVH IURP WKH FRQVWUDLQWV RI LWV FRDOLWLRQV ZLWK WKH
HFRQRPLF FHQWHUULJKW ZKLOH VLPXOWDQHRXVO\ EHLQJ SURGGHG E\ WKH 37%·V
FRQWHVWDWLRQRQLWVOHIWIODQNWKLVSURYLGHGDKLJKO\IUXLWIXOZLQGRZRIRSSRUWXQLW\




7KH FRUUHODWLRQ RI FRXQWULHV· SRVLWLRQLQJ ZLWK WKH SDUW\SROLWLFDO PDNHXS RI LWV
H[HFXWLYHVDQGWKHLQWHQVLW\DQGGXUDELOLW\RIWKHOLQNVEHWZHHQWKHVHSDUWLHVDQG










ZHUH WUDFNLQJ WKH EURDGHU OHJLVODWLYH ILOHV VXFK DV WUDGH GHIHQVHPRGHUQL]DWLRQRU




VWHHO VHFWRU6RPHRI WKHSUHOLPLQDU\ LQWHUYLHZV WKDW ,SHUIRUPHGZLWK WKH*HUPDQ
XQLRQV IRU LQVWDQFH LQGLFDWHG WKDWZLWKLQ ,*0HWDOO WKHUHZDVDQ DFWLYH IROORZXS
DQGOREE\LQJRQDQWLGXPSLQJFDVHVDVZHOODV0(6DQGPRGHUQL]DWLRQ














WKDW WUDGH LVVXHVKDYHXVXDOO\ UHWXUQHGWR WKHEDFNJURXQGDIWHUSUHYLRXVURXQGVRI
FRQWHVWDWLRQZLWKWKHVDPHDJHQGDRIWHQPRYLQJWRDQHZYHQXHWKHUHPD\EHFDXVH
IRUSHVVLPLVPKHUHDQRXWORRNWKDWZDVVKDUHGE\PDQ\RIWKH&62V,LQWHUYLHZHG
8QOHVV WKH\ IRXQGDZD\ WR UHERRW WKHLU FDPSDLJQ DQG WR DJDLQ ILQGDQXPEHURI
IRFDO SRLQWV IRU WKH KHWHURJHQHRXV FRDOLWLRQ WR XQLWH RQ PDQ\ IHDUHG WKDW WKH
FDPSDLJQZRXOGZLWKHU,QWKH1HWKHUODQGVWKHJDLQVWKDWWKH&62VPDGHLQDOWHULQJ
WKHSURFHVVRIWUDGHSROLWLFVVHHPLPSRUWDQWLQWKLVUHJDUGEXWLWUHPDLQVWREHVHHQ
KRZ WKH QHZPLQLVWHU ZLOO FRQWLQXH ZLWK WKH UHIRUPV VHW LQ E\ 3ORXPHQ $VZDV
GLVFXVVHGEHIRUHDQGEHORZSDUW\SROLWLFVKDYHDOVRQRWFKDQJHGLQWKHLUIDYRU2Q
WKHRWKHUKDQGHVSHFLDOO\LQ%HOJLXP,ZRXOGH[SHFWWKDW7L6$LQSDUWLFXODUPLJKW
SURYLGH WKH QHFHVVDU\ NLQGOH WR UHLJQLWH D FDPSDLJQ IURP WKH WUDGH XQLRQV
&1&' DQG SHUKDSV DOVR WKH KHDOWK IXQGV DQG D QXPEHU RI RWKHU







VWUXFWXUDO OHYHO EH\RQG WKH WDFWLFV RI WKH FDPSDLJQ -XGJLQJ IURP WKH SDVW ILIWHHQ
\HDUV LW ZRXOG EH HVSHFLDOO\ IUXLWIXO WR VHH ZKHWKHU WKHUH ZDV QRZ GHGLFDWHG
SHUVRQQHOIRUWUDGHLQQHZRUJDQL]DWLRQVDQGZKHWKHUWKHVHDFWRUVEHFDPHLQYROYHG
LQDQ\HQGXULQJGRPHVWLFRU(XURSHDQQHWZRUNV,WZRXOGDOVREHLQWHUHVWLQJWRVHH
ZKHWKHU WKH HQJDJHPHQW RI &62V KDV VKRZQ WKH VDPH VWDUWVWRS SDWWHUQ DV LQ
%HOJLXPDQGWKH1HWKHUODQGV
 
%XVLQHVVEHQHILWV IURPKLJKDFFHVVDQGUHFHSWLYLW\EXW LWV UROH LQGULYLQJVWDWHV·
SRVLWLRQVVKRXOGEHTXDOLILHG
,Q WKH 1HWKHUODQGV RUJDQL]HG EXVLQHVV KDG GHHS DQG FRQWLQXRXV WLHV ZLWK WKH
JRYHUQPHQWWKHUHZHUHQ·WMXVWVWURQJLQGLFDWLRQVRIUHYROYLQJGRRUVWKHPLQLVWU\RI
HFRQRPLFVZDVDFWXDOO\SUHVHQWLQVRPHRIWKHSHDNHPSOR\HUV·IHGHUDWLRQVPHHWLQJV
2UJDQL]HG EXVLQHVV UDWKHU WKDQ LQGLYLGXDO ILUPV RU &62V KDV EHHQ WKH PDLQ
LQWHUORFXWRURIWKHJRYHUQPHQWLQLWVLQWHUQDWLRQDOWUDGHDQGLQYHVWPHQWSROLF\(YHQ
WKRXJK EXVLQHVV· GLUHFW LQWHUYHQWLRQV LQ &(7$ UHPDLQHG OLPLWHG WKLV ZDV LQ SDUW
EHFDXVH WKH\ FRXOG UHVW DVVXUHG WKDW WKH JRYHUQPHQW ZDV LQIRUPHG DERXW DQG




FHUWDLQO\ LQ WUDGHGHIHQVHV EXW DOVR RQ WDULIIV DQG PDUNHW DFFHVV HFRQRPLF
GLSORPDF\ DQG UHJXODWRU\ LVVXHV $FFHVV WR FLYLO VHUYDQWV DV ZHOO DV PLQLVWHULDO
FDELQHWV ZDV HIIRUWOHVV DV ZDV WKH GHIHUHQFH WR ILUPV DV WKH PDLQ VRXUFH RI
NQRZOHGJHRIWKHQDWLRQ·VIRUHLJQHFRQRPLFLQWHUHVW7KLVDFFHVVZDVPRVWO\VHFXUHG
WKURXJKUDWKHU LQIRUPDORUGLUHFWFKDQQHOVDQGWRPXFK OHVVHUH[WHQW LQDQ\RI WKH
WUDGLWLRQDOQHRFRUSRUDWLVWELWULSDUWLWHYHQXHV
+RZHYHU LQ )7$V DV ZHOO DV DQWLGXPSLQJ ZH VKRXOG QRW WDNH IRU JUDQWHG WKDW
GLUHFWEXVLQHVVOREE\LQJZDVGULYLQJWKHSRVLWLRQVRIWKHPHPEHUVWDWHVIRUUHDVRQV
WKDWDUHSDUWO\VLWXDWHGZLWKLQEXVLQHVV LWVHOI 2UJDQL]HGEXVLQHVVVWUXJJOHVZLWKD
ODFN RI D FDSDFLW\ PLVVLQJ H[SHUWLVH RU SHUVRQQHO DV ZHOO DV D SHUYDVLYH ODFN RI
LQWHUHVW IURPPHPEHU ILUPV WZR LVVXHV WKDW DUH FORVHO\ LQWHUWZLQHG 7KLV SUREOHP
ZDVPRVWSURQRXQFHG LQ%HOJLXPZKHUH VHYHUDORIP\UHVSRQGHQWV LQGLFDWHG WKDW
WKH\KDGLQWKHSDVWEHHQXQDEOHWRZHLJKLQRQWUDGHWRSLFVEHFDXVHWKH\KDGQRW
GHYHORSHG WKHQHFHVVDU\H[SHUWLVHRUEHFDXVHPHPEHU ILUPVGLGQRWZDQW WKHPWR
VSHQG WRR PXFK WLPH RQ VXFK LVVXHV ZKLOH WKHUH ZHUH VR PDQ\ RWKHU IDU PRUH
SUHVVLQJPDWWHUV
0DQ\RIWKHLUPHPEHUILUPVZHUHHQWLUHO\RFFXSLHGZLWKWKHLURZQGDLO\HQWHUSULVH
ZKLOH WKHPHDQV IRU WKH DVVRFLDWLRQV WR WUDFN WUDGH UHPDLQHG OLPLWHG7KLV UHGXFHG






RI ILUP DQG VHFWRUOHYHO LQSXW ZKLFK IRUFHG WKHP WR UHO\ RQ DJJUHJDWH GDWDVHWV
ZKLFKWKH&RPPLVVLRQLWVHOIFRXOGDOVRDVVHPEOHDQGZKLFKOLPLWHGWKHGHWDLOVDQG
WKXV(8OHYHO UHOHYDQFH RI WKHLUSRVLWLRQ %XW LW DOVRPDWWHUHG LQ WKH ¶QRLV\·SKDVH
ZKHQ FLYLO VHUYDQWV IURP%HOJLXPDVZHOO DV WKH1HWKHUODQGV ODPHQWHG WKH ODFN RI








%HOJLDQ ILUPVDQG VHFWRUVZHUHQRW DW DOO LQYROYHG LQ WKHGLVFXVVLRQVRYHU ,6'6 DW
OHDVW QRW XQWLO WKLV LVVXH EHFDPHSROLWLFL]HG QRUZHUH WKH\ DEOH WR JLYH DQ\ LQSXW
DERXW QHJDWLYH OLVWLQJ WKH SHDN IHGHUDWLRQ VLPSO\ GLG QRW KDYH DQ\ PHDQLQJIXO
FRQWULEXWLRQ WRPDNHKHUH DQG WKHLUPHPEHU ILUPVZHUH QRW HYHQ DZDUH WKDW WKLV
GHEDWHZDVEHLQJZDJHGGXULQJWKHQHJRWLDWLRQV
+RZHYHU WKHUHZHUH VHYHUDO H[FHSWLRQV )LUVW RI DOO D QXPEHU RI VHFWRUV FHUWDLQO\
ZHUHVFDQQLQJIRURIIHQVLYHLQWHUHVWVRIWHQDLGHGE\WKHLU(XURSHDQIHGHUDWLRQVIRU
H[DPSOHWKH'XWFKGDLU\DQGPHDWLQGXVWULHVRU%HOJLDQFDUSHWVDQGGUHGJHUV2WKHU
LQGXVWULHV VXFK DV WKH VWHHO LQGXVWU\ WKH VKLSEXLOGHUV WKH WH[WLOH LQGXVWU\ RU WKH
PDQXIDFWXULQJ DQG FKHPLFDO LQGXVWULHV ZHUH QRW YHU\ LQYROYHG LQ &(7$ EXW WKLV
ZDVPRUHRXWRIGLVLQWHUHVWIRUWKLVVSHFLILFDFFRUGWKDQIRUODFNLQJRYHUDOOFDSDFLW\
DQG IRU H[DPSOH RQ 0(6 77,3 RU %UH[LW WKH\ ZHUH LQYROYHG IDU PRUH LQWHQVHO\
6HFRQGO\PDQ\ VHFWRUVGLGKDYH D FORVH H\HRQSUHVHUYLQJ WKHLU H[LVWLQJ LQWHUHVWV
7KLVZDV FOHDU IURPP\ VWXG\RI DQWLGXPSLQJZKHUH DOO RI WKH DVVRFLDWHG VHFWRUV
ZHUHZHOODZDUHZKHQDFDVHZDVEHLQJKDQGOHGWKDWPLJKWDIIHFWWKHPQRWRQO\WKH
GHIHQVLYH VHFWRUV WKDWZRXOGEHQHILW IURPPHDVXUHV EXW DOVR WKH VHFWRUV WKDWZHUH
EHQHILWWLQJIURPFKHDSLPSRUWV
,Q JHQHUDO WKH LVVXHV RI FDSDFLW\ DQG DWWHQWLRQ ZHUH VPDOOHU LQ WKH 1HWKHUODQGV
3HUKDSV WKLV PD\ EH DWWULEXWHG WR WKH IDFW WKDW %HOJLXP LV PRVWO\ DQ H[SRUWHU RI
LQWHUPHGLDWHVWRWKH(8PDNLQJILUPV·VWDNHLQH[WUD(8WUDGHPRUHLQGLUHFW2QWKH
RWKHU KDQG WKH 1HWKHUODQGV DOVR KDV D IDU KLJKHU QXPEHU RI KRPHJURZQ
PXOWLQDWLRQDOV $VVXPLQJ WKDW WKHVH SOD\ D GRPLQDQW UROH LQ VHFWRUDO GHFLVLRQ
PDNLQJ DQG OREE\LQJ WKLVPD\ DOVR DFFRXQW IRU WKHPRUH RIIHQVLYH UROH RI'XWFK
DVVRFLDWLRQV 3HUKDSV MXVW DV LPSRUWDQWO\ WKH 'XWFK SHDN EXVLQHVV IHGHUDWLRQ KDG
GHYHORSHG D JUHDWHU FDSDFLW\ IRU IROORZLQJ (8 DQG WUDGH LVVXHV LQWHU DOLD E\
GHYHORSLQJ D%UXVVHOVRIILFHZLWKGHGLFDWHG WUDGHSHUVRQQHO DQG FRXOGGHSHQGRQ
PRUHVWUXFWXUHGLQSXWIURPWKHVHFWRUV7KHUHZDVWKXVPRUHURRPIRULQGHSHQGHQW
PRQLWRULQJ E\ WKH IHGHUDWLRQV ZKLFK LQ WXUQ OHG WR PRUH LQIRUPDWLRQ IORZLQJ




$V , DOUHDG\ QRWHG WKH LQYROYHPHQW RI GRPHVWLF EXVLQHVV RUJDQL]DWLRQV GHSHQGHG
DOVR RQ WKH QDWXUH RI WKH WUDGH LVVXH &OHDUO\ EXVLQHVV LQWHUHVWV ZHUH VRPHWLPHV
DZDUHEXW VLPSO\QRWYHU\ LQWHUHVWHG LQ FHUWDLQDVSHFWVRI WKHQHJRWLDWLRQV HYHQ LI
WKHVH ODWHU EHFDPH FRQWHQWLRXV$FFRUGLQJ WR VRPHRIP\ VRXUFHV DPRQJ EXVLQHVV
DQGWKHFLYLOVHUYLFH%UH[LWKDVEHHQIDUKLJKHURQWKHDJHQGDWKDQHLWKHU&(7$RU
77,3DQGKHUHWKHUHDUHPDQ\)OHPLVKILUPVWKDWDUHDVNLQJTXHVWLRQVDQGSXVKLQJ
GHFLVLRQPDNHUV WR LQIRUPWKHPDQGWRDFW DOWKRXJK LW LVXQFOHDU WRPHZKDW WKHLU
GHPDQGVDUH)LQDOO\P\UHVHDUFKKLQWVWKDWWKHPRQLWRULQJDQG¶LQSXW·FDSDFLW\RI
RUJDQL]HGEXVLQHVV LV FRUUHODWHGZLWK WKDW RI WKH VWDWH LQZKLFK LW LV HPEHGGHG ,Q
%HOJLXPEXVLQHVVFRPSODLQHGWKDWLWZDVEHLQJRYHUEXUGHQHGE\UHTXHVWVIRULQSXW
IURPVHYHUDOOHYHOVDWRQFHRIWHQRQWKHVDPHVXEMHFWDQGWKHUHODWLRQVEHWZHHQWKH
PLQLVWULHV DQG WKH IHGHUDWLRQV VHHPV WR KDYH EHHQ PRUH DG KRF %XVLQHVV DOVR
FRPSODLQHG WKDW %HOJLXP ZDV RIWHQ YHU\ ODWH LQ FRPLQJ XS ZLWK LWV RZQ VHW RI
SUHIHUHQFHVEHFDXVH WKH LQWUD%HOJLDQSURFHGXUHV WRRNVR ORQJ7KLVPD\KDYHDOVR
KDPSHUHGWKHIORZRILQIRUPDWLRQIURPWKHH[HFXWLYHWRWKHVHFWRUVDQGLQJHQHUDO
WKHUHODWLRQVHHPVWRKDYHEHHQOHVVV\PELRWLFWKDQLQWKH1HWKHUODQGV
7KLV FDSDFLW\ IRU PRQLWRULQJ WUDGH SROLF\ DQG GHYHORSLQJ DQG FRPPXQLFDWLQJ




DQG WKH 1HWKHUODQGV WZR KLJKO\ WUDGHGHSHQGHQW FRXQWULHV ZLWK FORVH OLQNV WR
%UXVVHOV7RWKHH[WHQWWKDWWKH(8EXVLQHVVIHGHUDWLRQVGHSHQGRQWKHLQSXWJLYHQE\





$QRWKHU GLPHQVLRQ RI WKLV LV LQWUDEXVLQHVV KHWHURJHQHLW\ $OWKRXJK , KDYH RIWHQ
VSRNHQDERXW ¶EXVLQHVV· LQWHUHVWV DQG FDSDFLW\ LW LVRI FRXUVH FOHDU WKDWQHLWKHU WKH
WUDGHSUHIHUHQFHVQRUWKHDELOLW\WRWUDFNWUDGHDUHHTXDODFURVVVHFWRUVDQGP\FDVH
VWXGLHV KDYH H[SRVHG D QXPEHU RI FRQIOLFWV ,Q &(7$ DV ZHOO DV DQWLGXPSLQJ
FRQIOLFWLQJGRPHVWLFEXVLQHVVLQWHUHVWVVWUXJJOHGRYHUWKHVWDWH·VSRVLWLRQOHDGLQJWR
SDUDO\VLVRIHYHQWKHLUVXEVHFWRUDODVVRFLDWLRQV7KLVKDSSHQHGLQVWHHOWH[WLOHVDQG
VRODU SDQHOV EXW DOVR LQ WKH IRRG VHFWRU DQG LQ DJULFXOWXUH $IWHU WKH &(7$
QHJRWLDWLRQVZHVDZVRPHJURXSVEUHDNRIIIURPWKHLUVHFWRUVWRPDNHFRDOLWLRQVZLWK
DQXPEHURIVWUDQJHEHGIHOORZV ,Q WUDGHGHIHQVHV WUDGHXQLRQVKDYH MRLQHG IRUFHV
ZLWK¶WKHLU·ILUPVLQGHPDQGLQJSURWHFWLRQIURP&KLQHVHFRPSHWLWLRQGXULQJWKH
WH[WLOHV·GLVSXWHVDQGDJDLQLQRYHUWKHFULVLVLQVWHHO0RUHJHQHUDOO\WKHUROHRI
WKH SHDN IHGHUDWLRQV VHHPV WR KDYH UHPDLQHG OLPLWHG WR D DV WKH\ GHVFULEH LW
¶SROLWLFDO· UROH WKLQNLQJ LQ PRUH DEVWUDFW WHUPV DERXW ¶WKH· EXVLQHVV LQWHUHVW DQG









RI WKHHQGXULQJ WKHPHV LQ WKH OLWHUDWXUHRQ WKHYDULHWLHVRI FDSLWDOLVPKDVEHHQ WKH
RUJDQL]DWLRQDOVWUHQJWKDQGXQLW\RIWKHDVVRFLDWLRQVRIEXVLQHVVDQGODERU,WLVRIWHQ
DUJXHG WKDW WKHVHKDYHEHHQXQGHUJRLQJGHFHQWUDOL]DWLRQ DQGKDYHEHHQKROORZHG
RXW EHFDXVH WKHLU PHPEHUVKLS LV EHFRPLQJ PRUH KHWHURJHQHRXV DQG KDUGHU WR
FRQWURO²SXWWLQJSUHVVXUHRQWKHOHYHUDJHVRISRZHURIWKHVHRUJDQL]DWLRQVDVZHOODV





KDQG WKHUH LVDVWURQJGULYHWRVXSSRUW)7$V ¶LQ WKHHQG·ERWK LQQRQDJULFXOWXUDO
EXVLQHVVDVZHOODVDJULFXOWXUDOEXVLQHVVDOWKRXJKWKHODWWHUJURXSKDVRQO\UHFHQWO\
VKHGVRPHRILWVSUHYLRXVO\IDUPRUHGHIHQVLYHSRVLWLRQV(YHQWKRXJKWKHUHZHUH
VHYHUDO FRQIOLFWV GXULQJ WKH QHJRWLDWLRQV WKHVHZHUH QHYHU IRXJKW RXW LQ WKH RSHQ
DQGLQWKHHQGDOPRVWDOOVHFWRUVOR\DOO\VXSSRUWHGWKHSHDN·VSRVLWLRQ2QWKHRWKHU
KDQGGXULQJWKHQHJRWLDWLRQVVRPHWKLQJPRUHDNLQWRD¶IUHHIRUDOO·ZDVDFFHSWHG
E\ WKH VHFWRUV RI WKHLU VXEVHFWRUVEXWDOVRRI WKHLUPHPEHU ILUPVEXWDOVRE\ WKH
SHDNV VSHFLILF JURXSV ZHUH DOORZHG WR GHIHQG WKHLU RZQ GHIHQVLYH DQG RIIHQVLYH
LQWHUHVWV WKH SHDNV GHIHQGHG D PRUH JHQHUDO VWDQFH LQ IDYRU RI IUHH WUDGH DQG
ZKDWHYHU LVVXHV WKH HQWLUH PHPEHUVKLS FRXOG DJUHH RQ $JDLQ WKH VLWXDWLRQ LQ
DJULFXOWXUH GHYLDWHG WR VRPH H[WHQW KHUH WKH SHDN IHGHUDWLRQV VHHP WR KDYH VWLOO
EHHQ LQ FKDUJH RI DFWXDOO\ DJJUHJDWLQJ WKH LQWHUHVWV RI WKHLU VXEXQLWV HYHQ ZKHQ
VRPHRIWKHVHFRQIOLFWHG
%DVHG LQ SDUW RQ UHPDUNVPDGH E\P\ UHVSRQGHQWV ZHPD\ VSHFXODWH WKDW WKHVH
WHQVLRQV DUH OLQNHG WR WKH ELODWHUDO WXUQ LQ WUDGH SROLWLFV 7KH ELJ HQFRPSDVVLQJ







LQWHUHVW LQ D FHUWDLQ FRXQWU\ DQG WKH OHJLWLPDF\ DQG IHDVLELOLW\ RI DJJUHJDWLQJ
LQWHUHVWVDFURVVVHFWRUVDQG)7$VZLOOEHHURGHG
$JDLQ WKHSRWHQWLDORIVHFWRUDODQGSHDNOHYHODVVRFLDWLRQVWRDJJUHJDWH ORZHUOHYHO
LQWHUHVWV DQG WR OHJLWLPDWHO\ UHSUHVHQW WKHP YLVjYLV GHFLVLRQ PDNHUV ZRXOG EH D
IUXLWIXO YHQXH IRU IXUWKHU UHVHDUFK $JDLQ WKHUH DUH QRW MXVW LQGLUHFW (8OHYHO




WKH VHFWRUV" ¶%XVLQHVV YHUVXV&62V· LV QRW DOZD\V WKHPRVW LQWHUHVWLQJ IUDPHZRUN
HVSHFLDOO\ QRW GXULQJ WKH QHJRWLDWLRQV 7KH IXQFWLRQLQJ DQG OHJLWLPDF\ RI WKH
(XURSHDQ V\VWHP RI LQWHUHVW UHSUHVHQWDWLRQ ZKHUH EXVLQHVV DVVRFLDWLRQV DQG
PXOWLQDWLRQDO ILUPVUHVLGH LQ(XURSHDQ IHGHUDWLRQVUHVWV LQSDUWRQWKHDVVXPSWLRQ


WKDW WKHVH UHSUHVHQW VRPHZKDW KRPRJHQRXV LQWHUHVWV 7KH PRUH H[DPSOHV WR WKH




*OREDO LQWHJUDWLRQ KDV FUHDWHG LWV RZQ VXSSRUWHUV 7KLV ZDV PRVW YLVLEOH LQ DQWL
GXPSLQJ ILUPV KDYH DGDSWHG WKHLU EXVLQHVV PRGHOV WR LPSRUWV DQG H[SRUWV DQG
SUHYLRXVO\ GHIHQVLYH VHFWRUV KDYH EHHQ IUDFWXUHG EHFDXVH RI LQFUHDVLQJ WUDGH
GHSHQGHQF\DPRQJVRPHRILWVVXEVHFWRUV
)RU H[DPSOH LQ WKH WH[WLOHVFORWKLQJZDUV RI  ZKHQ WKH %HOJLDQ LPSRUW




OREE\ WKDW RSSRVHG WKH$'PHDVXUHV DJDLQVW&KLQD7KHVH GHYHORSPHQWVZHUH DOO
YLVLEOHLQ%HOJLXPDVZHOODVWKH1HWKHUODQGVDQGWKHLURXWFRPHVZHUHGHWHUPLQHG
E\ VWUXJJOHV ZLWKLQ WKH VHFWRUV DV ZHOO DV LQ WKH SDUOLDPHQWV DQG WKH H[HFXWLYH
6LPLODUO\ LQDJULFXOWXUH WKH IDUPHUV WKDWKDYH VXUYLYHG LQFUHDVLQJFRPSHWLWLRQDUH
DOVRLQFUHDVLQJO\WUDGHGHSHQGHQWDQGKDYHEHFRPHPRUHHDJHUWRH[SRUW'HFLVLRQ
PDNHUV KDYH SLFNHGXS RQ WKLV WUDGH GHSHQGHQF\ZKLFK LV DOVR DSSDUHQW LQPRUH
DJJUHJDWHGDWDDQGWKH\KDYHLQWHJUDWHGLWLQWRWKHLUPHQWDOPRGHOVRIWKHQDWLRQDO
LQWHUHVW $JDLQ WKLV ZDV PRVW DSSDUHQW LQ DQWLGXPSLQJ EXW DOVR LQ WUDGH DQG
LQYHVWPHQW SROLF\ PRUH JHQHUDOO\ ZKHUH WKH JURZWK RI H[SRUWV DQG LPSRUWV ZDV
XVHGWRDUJXHWKDWIXUWKHURSHQLQJWUDGHZDVDQHFHVVLW\
7KLV IXUWKHU FRQILUPV WKH UHOHYDQFH RI D YDOXHFKDLQ SHUVSHFWLYH RQ WUDGH SROLWLFV
DOVRDW WKHPHPEHUVWDWH OHYHODQGLW·VFOHDU WKDWPDQ\RI WKHVWUXJJOHVWKDWSOD\HG
RXWDWWKH(8KDYHDOVREHHQSUHVHQWZLWKLQFRXQWULHVDQGVHFWRUV)XUWKHUUHVHDUFK
PD\ GHYHORS DQDO\VHV RI WKH LQWUDVHFWRUDO SROLWLFV RI WUDGH EXW IRU H[DPSOH DOVR




,Q %HOJLXP DV ZHOO DV WKH 1HWKHUODQGV DJULFXOWXUDO LQWHUHVWV KDYH EHHQ DEOH WR
PDLQWDLQ QRW RQO\ VLJQLILFDQW H[SHUWLVH RQ WUDGH LVVXHV EXW DOVR FRQVLGHUDEOH
OHYHUDJHGHVSLWHWKHIDFW WKDWWKHLUVKDUHRIWRWDOHPSOR\PHQWDQGYDOXHDGGHGKDV
FRQWLQXHGWRVKULQN
0\ ZRUN VXJJHVWV VHYHUDO H[SODQDWLRQV IRU WKLV SKHQRPHQRQ )LUVW RI DOO WKH
UHSUHVHQWDWLYHVIURPWKHDJULFXOWXUDOIHGHUDWLRQVWKDW,VSRNHWRZHUHRIWHQYHU\ZHOO









LQWHUHVW DUH VHHQ DV VHQVLWLYH E\ SROLF\PDNHUV ,Q %HOJLXP DV ZHOO DV WKH
1HWKHUODQGV LW DSSHDUV WKDW WKH RQJRLQJ OLEHUDOL]DWLRQ RI WKH JOREDO DJULFXOWXUDO






IRRG VDIHW\ DQLPDO ZHOIDUH DQG HQYLURQPHQWDO VWDQGDUGV KDV VWUHQJWKHQHG WKH
DSSHDOV RI IDUPHUV IRU VSHFLDO WUHDWPHQW ,Q %HOJLXP IRU H[DPSOH WKH%RHUHQERQG
QRWHG WKDW WKH\ FRXOG LQ77,3 DQG&(7$ IRFXV DOPRVW HQWLUHO\ RQ WKHLU RIIHQVLYH
LQWHUHVWV EHFDXVH WKH &62V DOUHDG\ KDG PRVW RI WKHLU GHIHQVLYH LQWHUHVWV HJ RQ
KRUPRQHV *02V FRYHUHG +RZHYHU VRPH VHFWLRQV KDYH QRQHWKHOHVV EHHQ OHIW
EHKLQG IRU H[DPSOH WKHGDLU\ IDUPHUV DQG WKHVH VXEVHFWRUV SOD\HG D UROH LQ WKH
UHFHQWSROLWLFL]DWLRQRIWKH)7$VDV,ZLOOGLVFXVVLQWKHQH[WSRLQW
7KHWUDGHRIIEHWZHHQLQGXVWULDOVHUYLFHV·DQGDJULFXOWXUDOLQWHUHVWVDQGWKHVSHFLDO
VWDWXVRI IDUPHUV LQJOREDO WUDGH WKHUHIRUHUHPDLQVUHOHYDQWDQGWUDFLQJKRZLWKDV
GHYHORSHG RYHU WLPH DQG DFURVV FRXQWULHV DQGZK\ WKLVZHDNHQHG FODVV KDV EHHQ
DEOH WR UHWDLQ VRPXFK LQIOXHQFH DSSHDU WR EH LPSRUWDQW TXHVWLRQVZLWK (8OHYHO
UDPLILFDWLRQV
%XVLQHVV WUDGH SROLWLFV LV PRVWO\ LQVLGH SROLWLFV %XW WKH\ KDYH HQJDJHG LQ
VXFFHVVIXORXWVLGHVWUDWHJLHVDVZHOO
, KDYH VKRZQ WKDW EXVLQHVV SROLWLFV LQ WKH GRPHVWLF DUHQD LV DOPRVW DOZD\V TXLHW
SROLWLFV 7KHUH KDV VHOGRPEHHQ D QHHG IRU WKHP WR HQJDJH LQSXEOLF FDPSDLJQLQJ
EHFDXVH WUDGH LV UDUHO\ FRQWHVWHG DQG EHFDXVH WKHLU UROH LQ VWHHULQJ JRYHUQPHQW
DFWLRQV LQ WKLV GRPDLQ KDV UHPDLQHG ODUJHO\ XQTXHVWLRQHG 0RUHRYHU WKH\ KDYH
EHQHILWWHG IURPHDV\DFFHVV WR WKHH[HFXWLYHDQGHYHQ LQWUDEXVLQHVV FRQIOLFWVKDYH
PRVWO\EHHQKDQGOHGZLWKRXWWDNLQJWKLVWRWKHSUHVV7KHUHKDYHEHHQH[FHSWLRQVWR
WKLVUXOHKRZHYHU)LUVWDQXPEHURIVDOLHQWGHYLDWLRQVIURPWKLVSDWWHUQRFFXUUHGLQ






0RUH LQWHUHVWLQJH[DPSOHVKDYHEHHQRIIHUHGE\ WKH&(7$77,3 FDPSDLJQVRI WKH
IDUPHUV 7KH\ RIIHU DQ LQVWDQFH RI D VXFFHVVIXO DWWHPSW DW H[SDQGLQJ WKH VFRSH RI
FRQIOLFWJURXSVOLNHWKH'XWFKSLJIDUPHUVZKRVHHPWRKDYHEHHQPRWLYDWHGE\ROG
IDVKLRQHGSURWHFWLRQLVPZHUHDEOH WR WLH WKHLU FDPSDLJQ WRELJJHUGRVVLHUVRI IRRG
VDIHW\IDLUWUDGHDQGHYHQDQLPDOZHOIDUH,QWKH1HWKHUODQGVWKLVHYHQOHGDSDUW\
OLNH WKH 3DUW\ IRU $QLPDOV 3YG' WR HVVHQWLDOO\ SURWHFW WKH LQWHUHVWV RI LQGXVWULDO
FDWWOHDQGSLJIDUPHUVDQG¶SURFHVVRUV·7KLVZDVDUJXDEO\WKHRQO\ZD\IRUWKHSLJ
IDUPHUV WRPDNHWKHPVHOYHVKHDUG7KH\ZHUHFDXJKWEHWZHHQDSHDNRUJDQL]DWLRQ





LPDJLQDWLRQV LQ WKH VDPH ZD\ DV WKH /DQGERXZFRDOLWLH GLG 7KH &62 FDPSDLJQ
DOORZHG WKHP WR EURDGHQ WKH OHJLWLPDF\ RI WKHLU FODLPV WRPL[ LQ WKHLU WUDGLWLRQDO
GHIHQVLYHLQWHUHVWVZLWKRWKHUQRQHFRQRPLFGHPDQGV,QWXUQWKH&62VFRXOGFODLP
WKDWWKH\ZHUHGHIHQGLQJWKHLQWHUHVWVRIIDUPHUVDQGORFDOO\SURGXFHGIRRGVDQGQRW
MXVW WKH SUHIHUHQFHV RI WKH ¶XVXDO VXVSHFWV· 7KLVZDV D YHU\ XQOLNHO\ DQGXQVWDEOH
DOOLDQFH KRZHYHU DW OHDVW LQ WKH 1HWKHUODQGV SLJ IDUPHUV GLG DOVR KDYH ELJ
H[SRUWLQJ LQWHUHVWV LQDQXPEHURI OLQNHGGRVVLHUVDQG WKH\HYHQWXDOO\DEDQGRQHG
WKH&62VWRUHWXUQWRWKHZLQJVRI/72
$OORI WKHVH LQVWDQFHV LOOXVWUDWH WKDWEXVLQHVV FDQSDUWLFLSDWH LQRXWVLGHSROLWLFVEXW
WKDW WKHLU VXFFHVV LV MXVW DV GHSHQGHQW RQ WKH LQWHUSOD\ RI GRPHVWLF DQG (8OHYHO
IUDPHVDQGGHYHORSPHQWVDVWKH&62V·FDPSDLJQV
%XVLQHVV WUDGHSROLWLFV LV RIWHQPXOWLOHYHOSROLWLFVEXW WKHQDWLRQDODUHQDLVQRW
QHJOHFWHG
,Q WKHGLDJUDP WKDW , UHSURGXFHG LQ WKHEHJLQQLQJRI WKLVVHFWLRQ , OLQNHGQDWLRQDO
EXVLQHVV DQG (8OHYHO LQWHUHVW JURXS IHGHUDWLRQV +RZHYHU LW·V FOHDU IURP P\
UHVHDUFKWKDWQDWLRQDOEXVLQHVVFDQDOVREHWLHGGLUHFWO\WRWKH&RPPLVVLRQDVZHOODV
WRWKH(XURSHDQSDUOLDPHQWWKH&RXQFLODQGWKLUGVWDWHV
,W KDV VRPHWLPHVEHHQDUJXHG WKDW&62VQHHG WR FRPELQH ORFDO DVZHOO DVQDWLRQDO
DQG LQWHUQDWLRQDO OD\HUV LQ RUGHU WR EH VXFFHVVIXO DQG WKDW EXVLQHVV FDQ IDUPRUH
HDVLO\IRFXVMXVWRQWKHVXSUDQDWLRQDOOHYHOV+RZHYHUPRVWRIWKH%HOJLDQDQG'XWFK
VHFWRUV WKDWZHUH DFWLYH RQ WUDGH LVVXHV HYHQ ELJPXOWLQDWLRQDOV OLNH WKHGUHGJHUV
VWLOO VSHQW WLPHRQ OREE\LQJ WKHPLQLVWULHV RI VPDOO VWDWHV VXFK DV %HOJLXPDQG WKH
1HWKHUODQGVLQSDUDOOHOZLWKWKHLUXQLODWHUDOFRQWDFWVZLWKWKH&RPPLVVLRQDQGWKHLU
ZRUN WKURXJK WKH (XURSHDQ EXVLQHVV IHGHUDWLRQV (YHQ LQ D GRPDLQ WKDW·V DV
&RPPLVVLRQGRPLQDWHG DV DQWLGXPSLQJ (XURSHDQ FRDOLWLRQV VXFK DV$)$6( DV
ZHOODVQDWLRQDOILUPVDQGDVVRFLDWLRQVWXUQHGWR¶WKHLU·QDWLRQDOJRYHUQPHQWVLQWKH
KRSHRIDOWHULQJWKH(XURSHDQRXWFRPH$UHODWHGDVSHFWZKLFK,IDLOHGWRDGHTXDWHO\
LQFOXGH EHFDXVH RI P\ QDWLRQDO IRFXV ZDV WKDW HYHQ UHSUHVHQWDWLYHV RI QDWLRQDO
LQWHUHVWVFDQHQJDJHLQWUDQVQDWLRQDOOREE\LQJ)RULQVWDQFHRQHRIWKHVHFWRUVWKDW,
VSHQWVRPHPRUHWLPHRQWKH'XWFKPHDW LQGXVWU\ZDVYHU\DFWLYHO\OREE\LQJQRW
RQO\ WKH &RPPLVVLRQ EXW DOVR VHYHUDO PHPEHU VWDWHV ² QRW MXVW WKHLU RZQ
JRYHUQPHQWV EXW DOVR WRJHWKHUZLWK WKHLU (XURSHDQ DOOLHV &RXQFLOPHPEHUV WKDW
WKH\EHOLHYHGZHUHSRWHQWLDOO\DEOH WR VXSSRUW WKHLU FDXVH7KHVDPHZDVSUREDEO\
WUXH RI WKH GUHGJHUV DV ZHOO DV PXOWLQDWLRQDOV ZLWK PXOWLSOH (XURSHDQ EDVHV
$QRWKHUH[DPSOHZDVRIIHUHGE\VRODUGXPSLQJZKHUHSDUWRIWKH'XWFKILUPOHYHO




OHYHO GHOLEHUDWLRQV ZLWK VHFWRUDO FROOHDJXHV KHOSHG VKDSH QDWLRQDO JURXSV·
SUHIHUHQFHV+HUHLWDOVRVHHPVWKDWWKHORZHUFDSDFLW\RI%HOJLDQEXVLQHVVFRUUHODWHG
ZLWK WKHLU KLJKHU UHOLDQFH DW WKH SHDN DVZHOO DV VHFWRUDO OHYHOV RQ WKH (XURSHDQ




LQWHUYLHZV LV WKDW LV WKHVH IHGHUDWLRQV DUH WKHPVHOYHV SROLWLFDO DUHQDV GLIIHUHQW
FRXQWULHVEULQJGLIIHUHQWNLQGVRILQWHUHVWVWR%UXVVHOVWKHUHLVDVWUXJJOHIRUGHILQLQJ
WKH(XURSHDQVHFWRU·VYRLFH6WXG\LQJWKHVHLQWUDIHGHUDWLRQSROLWLFVZKLFK,EHOLHYH





$ QXPEHU RI 'XWFK EXVLQHVV RUJDQL]DWLRQV SDUWLFXODUO\ LQ DJULFXOWXUH VWLOO
SHUFHLYHGWKH(8DVMXVWRQHRIWKHSRWHQWLDOYHQXHVIRUERRVWLQJPDUNHWDFFHVVDQG
WKH\ DSSHDUHG WR EHOLHYH WKDW WKH\ H[HUFLVHG VRPH FRQWURO RYHU ZKHWKHU WKHLU
LQWHUHVWVZRXOGEHIXUWKHUHG WKURXJKELODWHUDOFRQWDFWV LQLWLDWHGE\WKHLUVWDWHRUE\
WKH(8DFWLQJLQXQLVRQ0RUHJHQHUDOO\P\EXVLQHVVVRXUFHVRIWHQHPSKDVL]HGWKH
LPSRUWDQFH RI KDQGVRQ H[SRUW SURPRWLRQ RYHU PRUH DEVWUDFW WUDGH EDUULHUV WKHLU
ELJJHVW SUREOHP LQ SHQHWUDWLQJ D PDUNHW ZDV RIWHQ QRW VLWXDWHG LQ WDULIIV RU HYHQ
UHJXODWRU\ EDUULHUV EXW LQ D ODFN RI ORFDO FRQWDFWV DIILOLDWHVPDUNHWV HWF:LWKRXW
LQYHVWPHQWV RQVLWH RU ORFDO EXVLQHVV FRQWDFWV ORZHU EDUULHUV LQ WKHPVHOYHVZRXOG
QRWJHQHUDWHDQ\NLQGRIUHYHQXH,QIRUHLJQLQYHVWPHQWDQGH[SRUWSURPRWLRQPRUH
JHQHUDOO\ILUPVDQGJRYHUQPHQWVDUHVWLOOFRPSHWLQJZLWKWKHLU(XURSHDQFROOHDJXHV
DQGPXFK RI EXVLQHVV RUJDQL]DWLRQV· GD\WRGD\ZRUN RQ WUDGHZDV DFWXDOO\PRUH
RULHQWHGRQWKHVHLVVXHVUDWKHUWKDQWRZDUGVWKH(8OHYHOSROLFLHV
)XUWKHUUHVHDUFKIRFXVLQJRQWKHQH[XVRIHFRQRPLFGLSORPDF\(8WUDGHSROLF\DQG
EXVLQHVV LQWHUHVWVZRXOG EH YHU\ LQWHUHVWLQJ EHFDXVH LW DSSHDUV WKDW WKLV SOD\V DQ
LPSRUWDQW UROH LQ KRZ DFWXDO WUDGH IORZV UDWKHU WKDQ SROLFLHV DUH JHQHUDWHG ,Q
DGGLWLRQVWXG\LQJWKHQHWZRUNVDQGWDFWLFVRIEXVLQHVVDFURVVPHPEHUVWDWHVDQG(8




GRVVLHU LV QRW PHFKDQLFDOO\ OLQNHG WR WKH VSHFLILF GRVVLHU EXVLQHVV FDQ WKLQN
VWUDWHJLFDOO\DFURVVFDVHV
)LQDOO\P\ZRUNRQEXVLQHVVKDVLOOXVWUDWHGWKHLPSRUWDQFHRIWKHVHFWRUDODQGSHDN
DVVRFLDWLRQV WKHVHDUHPRUH WKDQDJJUHJDWRUVRI ILUPV· LQWHUHVWV WKH\DUHQHFHVVDU\
IRUPDNLQJ WUDGHRIIV DQG WKLQNLQJ VWUDWHJLFDOO\ DERXW WKHGHYHORSLQJ VHFWRUDO DQG
HFRQRP\ZLGHLQWHUHVWVRIEXVLQHVV
)RUH[DPSOHLQVRODUGXPSLQJ$JRULDGHIHQGHGDPRUHDEVWUDFWHFRQRPLFLQWHUHVW
DUJXLQJ WKDW %HOJLXP QHHGHG WR VXSSRUW DQWLGXPSLQJ PHDVXUHV LQ RUGHU WR
VDIHJXDUG WKH WHFKQRORJLFDO DQG LQGXVWULDO IRXQGDWLRQV RI :HVWHUQ(XURSH HYHQ
WKRXJK WKH IHGHUDWLRQGLGQRWKDYHDQ\VSHFLILFPHPEHU ILUPV· LQWHUHVWV WRGHIHQG
7KH VHFUHWDULDW RI+ROODQG 6RODU KDG WKH VDPH SHUVSHFWLYH EXLOGLQJ RQ D VWUDWHJLF
YLVLRQ RI WKH IXWXUH GHYHORSPHQWV RI WKH 39 PDUNHW EXW WKH\ UHIUDLQHG IURP
DGYRFDWLQJWKLVYLVLRQEHFDXVHRILQWHUQDOGLYLVLRQVIXHOHGE\PRUHLPPHGLDWHILUP
OHYHO SUHVVXUHV ,Q WKH )7$V VHYHUDO VHFWRUDO DQG SHDN RUJDQL]DWLRQV GHFLGHG WR
GHIHQG&(7$ HYHQ WKRXJK LQ VRPH FDVHV LWZRXOG DFWXDOO\ KDUP WKHLU LPPHGLDWH
LQWHUHVWV IRU ¶VWUDWHJLF· UDWKHU WKDQ YHU\ VSHFLILF&DQDGDUHODWHG UHDVRQV$OWKRXJK


WKH\ KDG QRW EHHQ YHU\ LQWHUHVWHG LQ WKH GHDO WKURXJKRXW WKH QHJRWLDWLRQV DQG LQ
VRPHFDVHVGHVSLWHWKHIDFWWKDW&(7$PLJKWDFWXDOO\KDUPWKHLULPPHGLDWHLQWHUHVWV
IHGHUDWLRQV LQ %HOJLXP DQG WKH 1HWKHUODQGV WULHG WR GHIHQG WKH GHDO IURP LWV
RSSRQHQWV RYHU WKH FRXUVH RI  1RW EHFDXVH WKHLU LQWULQVLF LQWHUHVW LQ D
FRPPHUFLDODJUHHPHQWZLWK&DQDGDKDGVXGGHQO\DOWHUHGEXWEHFDXVHRIPRUHORQJ
WHUPVWUDWHJLFUHDVRQVWKH\IHDUHGWKDWDEORFNDJHRI&DQDGDZRXOGFULSSOHWKH(8·V




















GHOLYHURQ WKHVHSODQVDW WKH WLPHRIZULWLQJ WKH\KDGQRWEHHQIXUWKHUGHYHORSHG
6HFRQGO\ WKLVHSLVRGHPD\KDYH VWUHQJWKHQHG WKHKDQGRI VRPHGHIHQVLYH VHFWRUV
QRWDEO\DQXPEHURIDJULFXOWXUDOLQWHUHVW7KHVHVXFFHVVIXOO\IRUHJURXQGHGWKHLURZQ
GHIHQVLYH LQWHUHVWV E\ W\LQJ WKHLU FDXVH WR WKDW RI WKH &62V FDSWXULQJ ORWV RI
SDUOLDPHQWDU\ DQG SUHVV DWWHQWLRQ DVZHOO DV WKH VXSSRUW RI D QXPEHU RI SROLWLFDO
SDUWLHVVRPHRIZKLFKDUHQRZLQSRZHULQWKH1HWKHUODQGVDQG%HOJLXP$OWKRXJK
WKHLUJDLQVLQ&(7$ZHUHOLPLWHGDQGDOWKRXJKWKH\HYHQWXDOO\DEDQGRQHGWKH&62
FDPSDLJQ DW OHDVW LQ WKH 1HWKHUODQGV LW LV SODXVLEOH WKDW WKLV KDV LQFUHDVHG WKH
VHQVLWLYLW\ RI WKHLU GRPHVWLF H[HFXWLYHV IRU WKHLU LQWHUHVWV LQ RWKHU RQJRLQJ )7$V
7KH\KDYHEHHQKDQGHGDQXPEHURIUKHWRULFDOIUDPHVWKDWWKH\FDQXVHWR¶EURDGHQ
WKHVFRSHRIFRQIOLFW·DQGSROLF\PDNHUVPD\EHPRUHLQFOLQHGWRFRQVXOWZLWKWKHP
HVSHFLDOO\EHFDXVH WKH\KDYH VKRZQ WKDW WKH\ DUHZLOOLQJ WR EUHDN IURP WKHLUSHDN
RUJDQL]DWLRQ·VGLVFLSOLQH 7KLUGO\PRUH VSHFXODWLYHO\ZH VHH WKDW WKH&RPPLVVLRQ
KDVLQFUHDVLQJO\EHHQIRUFHGWRWDNHLQLWLDWLYHVRQWUDQVSDUHQF\KDVEHHQIRUFHGWREH
PRUH RSHQ DERXWZLWKZKRP WKH\ FRQVXOW DQGKDVEHHQ IRUFHG WR WDON WR DZLGHU
UDQJH RI LQWHUHVWV 3HUKDSV WKLV PD\ OHDG WR YHQXH VKLIWLQJ IRU VRPH EXVLQHVV
LQWHUHVWV QRW MXVW DW WKH (XURSHDQ OHYHO EXW DOVR WRZDUGV WKH GRPHVWLF OD\HU WKH






7KH ODVW VHW RI DFWRUV WKDW , WRRN XS LQ P\ UHVHDUFK ZHUH WKH FLYLO VHUYDQWV DQG
PLQLVWHUV LQ FKDUJH RI WUDGH LVVXHV LQVLGH WKH QDWLRQDO H[HFXWLYHV 2QH RI WKH
FRQWULEXWLRQVRIP\3K'KDVEHHQ WR WDNH VHULRXVO\ WKH SRWHQWLDO UROHRI VWDWHOHYHO
DFWRUVDQGWRZUHVWOHHPSLULFDOO\ZLWKWKHHQGRJHQHLW\RIERWWRPXSDQGWRSGRZQ
GHWHUPLQDQWV ² WKHUHE\ EUHDNLQJ WKH OLQHDULW\ ERWWRP WR WRS WKDW LV DVVXPHG E\
PXFKRIWKH2(3OLWHUDWXUH,EHOLHYHP\UHVHDUFKKDVFOHDUO\VKRZQWKHH[SODQDWRU\
UHOHYDQFHRIWKLVPRYH
'HFLVLRQPDNHUV· SUHIHUHQFHV PDWWHU EXW WKH\ FDQ EH KDUG WR GLVHQWDQJOH IURP
VRFLHWDOGHPDQGV
%DVHG RQ P\ VWXG\ RI %HOJLDQ DQG 'XWFK GHFLVLRQPDNLQJ , EHOLHYH WKHUH LV DQ
DUJXPHQW WR EHPDGH WKDW DXWRQRPRXV GHFLVLRQPDNHUV· SUHIHUHQFHV SOD\ DQ HYHQ
PRUHLPSRUWDQWUROHLQVLGH(8PHPEHUVWDWHVWKDQLQRWKHUVWDWHV1RW MXVWEHFDXVH
RI WKHJUHDWHUGLVWDQFHEHWZHHQVRFLHWDOSRVLWLRQVDQG WKHHYHQWXDOSROLF\ ZLWKWKH
(8OHYHOER[LQEHWZHHQEXWDOVREHFDXVHLQWKH(8PHPEHUVWDWHVZLOOWRDJUHDWHU
H[WHQWKDYH WRUHVSRQGWR LVVXHVWKDWZHUH WDEOHGZLWKRXW WKHLU LQSXW)RU LQVWDQFH
EHFDXVHRI WDUJHWHGEXVLQHVV OREE\LQJDW WKH&RPPLVVLRQ OHYHORU LQRWKHUPHPEHU




SROLF\ RU SRVLWLRQV WKH\ ZHUH WDNLQJ LQ RWKHU GRVVLHUV 7R JLYH MXVW RQH H[DPSOH
%HOJLDQ EXVLQHVV ZDV QRW LQ ELJ GHPDQG IRU DQ )7$ ZLWK &DQDGD QRU GLG WKH\
RSSRVH LW \HW GHFLVLRQPDNHUV ZDQWHG WR NQRZ ZKHWKHU VXFK D GHDO SRVHG DQ\
RSSRUWXQLWLHVRUWKUHDWVDQGLQZDQWRIILUPOHYHOLQSXWWKH\VHWRXWWRSHUIRUPWKHLU
RZQDQDO\VHV
$ UHODWHG ILQGLQJ WKHQ LV WKDW %HOJLDQ DQG 'XWFK GHFLVLRQPDNHUV WKHPVHOYHV
FHUWDLQO\ GLG QRW VHHP WR EHOLHYH WKDW WKHLU WDVN ZDV OLPLWHG WR VFUXWLQL]LQJ WKH
&RPPLVVLRQ 7KH\ VDZ WKHLU UROH DV DFWLYHO\ LQYHVWLJDWLQJ WKHLU QDWLRQDOUHJLRQDO
LQWHUHVWV DQGPDNLQJ VXUH WKDW WKHVHZHUH WDNHQ DFFRXQW RI DW WKH (8 OHYHO 7KH\
ZHUH VHQVLWLYH WR WKH YRLFH RI GRPHVWLF VRFLHWDO LQWHUHVWV LQ SDUWLFXODU WKRVH RI
EXVLQHVVEXWWKHUHZDVDOVRDUROHIRUWKHLURZQDQDO\VHVEHOLHIVDQGSROLWLFNLQJ





)LUVW 'XWFK DQG %HOJLDQ SRVLWLRQV GHULYHG LQ SDUW IURP D VRXUFH WKDW PD\ EH
GHVFULEHGDVQRUPDWLYHWKHSRVLWLRQVRI%HOJLXPRQDXGLRYLVXDODQGFXOWXUDOVHUYLFHV
ZDVGULYHQE\DORQJVWDQGLQJEHOLHIWKDWWKHVWDWHVKRXOGUHWDLQWKHSROLF\VSDFHWR
UHJXODWH LQ IDYRU RI GRPHVWLF FXOWXUH DQG ODQJXDJHV DQG E\ D GHVLUH WR SURPRWH
)UDQFRSKRQLH LWVSRVLWLRQVRQ VXVWDLQDEOHGHYHORSPHQWZHUHDW OHDVW LQSDUWGULYHQ
E\FURVVSDUW\VXSSRUWIRUDQLGHDORIIDLUDQGVXVWDLQDEOHWUDGH,QWKH1HWKHUODQGV
LWZDVFOHDUWKDWWKHUHZDVDVWURQJWUXVWLQWKHSRZHURIWKHPDUNHWVDQGIUHHWUDGH





,Q %HOJLXP DVZHOO DV WKH1HWKHUODQGV KRZHYHU WKH SUHYDLOLQJ DSSURDFK WR WUDGH
SROLF\ FDQ SHUKDSV EHVW EH SXW XQGHU WKH GHQRPLQDWRU RI HFRQRPLFQDWLRQDOLVP
SROLF\PDNHUVZHUHLQPRVWGRPDLQVPRVWLQWHUHVWHGLQLQFUHDVLQJWKHZHDOWKRIWKH
QDWLRQ ZLWK D PHUFDQWLOH WLQJH ERRVWLQJ H[SRUWV KLQGHULQJ LPSRUWV XQOHVV WKHVH
ZHUHSDUWRIGRPHVWLFLQSXWV+RZHYHUDV,GHPRQVWUDWHGLQUHJDUGVWR&(7$WKH\
FDQQRW DOZD\V UHO\ RQ GHWDLOHG LQSXW IURP EXVLQHVV DQG DW WLPHV WKH LQWHUHVWV RI
VHFWRUV FODVK 7KLV IRUFHV WKHP WR GHFLGH LQ IDYRU RI WKH LQWHUHVWV WKDWZRXOGPRVW
ERRVW DJJUHJDWH ZHOIDUH DQG WR SURGXFH DQG UHO\ RQ WKHLU RZQ DQDO\VHV RI WKH
GRPHVWLFQDWLRQDOLQWHUHVW
+HUH WKHVWUXFWXUDO FKDUDFWHULVWLFVRI WKHHFRQRP\SOD\DQ LPSRUWDQW UROHSHUKDSV
HYHQ PRUH WKDQ )7$VSHFLILF RSSRUWXQLWLHV DQG WKUHDWV GHFLVLRQ PDNHUV GHYHORS
LGHDV RI WKH QDWLRQDO RU UHJLRQDO LQWHUHVW EDVHG LQ SDUW RQ WKHLU VWXGLHV RI WKH
HFRQRP\ DQG LWV LQWHUHVWV LQ WUDGH DQG LQYHVWPHQW )RU H[DPSOH WKH VWURQJO\






SRVLWLRQV WR IROORZ GHYHORSPHQWV LQ WKHLU GRPHVWLF SROLWLFDOHFRQRP\ ZLWKRXW
QHFHVVLWDWLQJ DQ\ EXVLQHVV OREE\LQJ WR EULQJ WKLV DERXW )RU H[DPSOH RQH FRXOG
DUJXH EXWZRXOG UHTXLUH IXUWKHU GLDFKURQLF UHVHDUFK WKDW WKH 'XWFK SRVLWLRQ RQ
VHUYLFHVZDVGULYHQE\LWVPRUHIDUUHDFKLQJLQWHUQDOOLEHUDOL]DWLRQDQGSULYDWL]DWLRQ
RIVHUYLFHVVHHIRUH[DPSOHLWVRIIHQVLYHSRVLWLRQVRQSRVWDOVHUYLFHVKHDOWKVHUYLFHV
DQG HGXFDWLRQ ,Q %HOJLXP WKH FRPSOH[ VHPLFRPSHWLWLYH EXW KHDYLO\ UHJXODWHG
PDUNHWVLQWKHVHVHFWRUVZHUHSDUWRIZKDWGURYHGHFLVLRQPDNHU
VUHVLVWDQFHDJDLQVW
H[WHUQDO OLEHUDOL]DWLRQ WKH\ IHDUHG WKDW LW ZRXOG WKUHDWHQ SULYDWL]DWLRQ DQG
GHUHJXODWLRQ DW KRPH +HUH , DOVR QRWHG WKDW D JHQHUDO SRVLWLRQ VXFK DV 
GHIHQG
SXEOLF VHUYLFHV· UHTXLUHVPRUH GHWDLOHG OHJDO DQDO\VHVZKLFK WKH FLYLO VRFLHW\ LWVHOI
VHOGRPSURYLGHV:KHQ%HOJLXPKDGWRFRPSRVHLWVQHJDWLYHOLVWLWUHOLHGRQDOHJDO
LQWHUSUHWDWLRQRIWKHSURSRVHG(8OHYHOUHVHUYDWLRQVDQGRQVFUHHQLQJVRIGRPHVWLF













LWV RIIHQVLYH LQWHUHVWV RYHU WKH FRXUVH RI  :DOORQLD EHFDPH IDU PRUH
GHIHQVLYH LQ  DQG WKH 1HWKHUODQGV FKDQJHG LWV ORQJVWDQGLQJ SRVLWLRQ RQ




WKLV FRQILUPV WKDW WKHUH LV VRPHPHULW WR WKH LGHD WKDW ZH FDQ VWXG\ VWDWHV· ¶FRUH·
SRVLWLRQV DVVXPLQJ WKDW LW LVXQOLNHO\ WR JR WKURXJK FRQVLGHUDEOH FKDQJHV LQ VKRUW
WLPHSHULRGVEXWLWDOVRZDUQVXVWKDWWKLVVWDELOLW\LVVHQVLWLYHWRFKDQJLQJHFRQRPLF
FRQWH[WVVRFLHWDOPRELOL]DWLRQDQGHOHFWRUDORXWFRPHV
)LQDOO\ FORVHO\ UHODWHG WR WKH DERYH DQG LQ D VRPHZKDW PXGG\ EXW QRQHWKHOHVV
UHOHYDQW GLVWLQFWLRQZLWK VRFLHWDO OREE\LQJ WKHUH ZDV WKH UROH RI GHFLVLRQPDNHUV

DQWLFLSDWLRQRIWKHSRWHQWLDOVRFLHWDOUHVSRQVHWRFHUWDLQSRVLWLRQV,GHPRQVWUDWHGKRZ
WKH1HWKHUODQGVSOHDGHG LQ IDYRURI WDNLQJRXW WKH$&7$OLNH ,35SURYLVLRQV IURP
&(7$EHFDXVHWKH\IHDUHGWKLVPLJKWVSDUNSXEOLFRXWUDJHDQGKRZ:DOORQLD
VFLYLO
VHUYLFHZDVDIUDLG WKDWQHJDWLYH OLVWVZRXOGEHKDUG WRGHIHQGZLWK WKHSXEOLFEXW
DOVRKRZWKH'XWFKFLYLOVHUYLFHH[SUHVVHGVXUSULVH LQ WKDWWKHUHKDGEHHQVR
OLWWOHSXEOLFIXVVRYHUKRUPRQHEHHIDQG*02VLQUHODWLRQWRWKH&(7$QHJRWLDWLRQV






WLPH RU DFURVV LVVXHV0DSSLQJ DQGXQGHUVWDQGLQJGHFLVLRQPDNHUV· SUHIHUHQFHV LV
DOVR LPSRUWDQW LI ZH ZDQW WR XQGHUVWDQG WKH UROH SOD\HG E\ EXVLQHVV DQG &62
OREE\LQJ EHFDXVH LW ZDV FOHDU WKDW WKHVH WZR PHFKDQLVPV ZHUH RIWHQ KLJKO\
HQWDQJOHG DQG WKDW RQO\ ORRNLQJ DW WKH EXVLQHVV VLGH PD\ JLYH XV D VNHZHG
XQGHUVWDQGLQJRIZKDWSURGXFHV VWDWHV
SRVLWLRQLQJ , H[SHFW WKHUH WREH VLJQLILFDQW
GLIIHUHQFHVDFURVVWKH(8
7KH OHYHO RI LQWHUPLQLVWHULDO DQG LQWHUGHSDUWPHQWDO FRQIOLFW KDV EHHQ
QHJOLJLEOH
$ IDFWRU WKDWZDV IDU OHVV VDOLHQW WKDQ , KDG H[SHFWHG LW WR EHZDV LQWHUPLQLVWHULDO
FRQIOLFW,KDGDQWLFLSDWHGPRUHSURQRXQFHGGLIIHUHQFHVEHWZHHQWKHYLHZVRIIRUHLJQ
DIIDLUV DQG WKH PLQLVWULHV RI DJULFXOWXUH DQG HFRQRPLFV H[SHFWLQJ DOVR WR VHH WKH
WUDGLWLRQDO VWUXJJOH EHWZHHQ LQGXVWULDO DQG DJULFXOWXUDO LQWHUHVWV WR SOD\ RXW DW WKH
GRPHVWLFOHYHODQGSHUKDSVDOVRDODUJHULQYROYHPHQWIURPPLQLVWULHVVXFKDVWKRVH
RIODERURUHQYLURQPHQWDODIIDLUV,Q%HOJLXPDVZHOODVWKH1HWKHUODQGVWKHH[WHQWRI






KRF ZDV WKH UROH RI WKH 'XWFK PLQLVWU\ RI ILQDQFH ZKLFK RSSRVHG DQWLGXPSLQJ
PHDVXUHVEHFDXVHWKLVEURXJKWDERXWGLIILFXOWDQGFRVWO\HQIRUFHPHQWLVVXHVIRUWKH
FXVWRPV RIILFHV2Q WKHZKROH KRZHYHUP\ UHVSRQGHQWV IURP )ODQGHUV:DOORQLD
WKH IHGHUDO OHYHO QRU WKH 1HWKHUODQGV FRXOG UHFDOO PXFK LI DQ\ RWKHU LQWHU





DQG WKLV VKRXOG FHUWDLQO\ EH D IDFWRU WR EH WDNHQ XS LQ IXWXUH VWXGLHV RI GRPHVWLF
GHFLVLRQPDNLQJ (VSHFLDOO\ EHFDXVH WKHUHZHUH LQGLFDWLRQV WKDW WKHUHZHUH LQGHHG





7KH FDSDELOLW\ RI WKH PLQLVWULHV WR SHUIRUP WKHLU RZQ DQDO\VHV RU WR RWKHUZLVH
GHYHORSWKHLURZQYLHZVRIWKHVWDWH·VLQWHUHVWLQWUDGHSROLF\LVLPSRUWDQWQRWRQO\
LQ GHWHUPLQLQJ WKHLU DXWRQRP\ IURP VRFLHWDO LQIOXHQFHV EXW DOVR WKHLU DXWRQRP\
IURPWKH&RPPLVVLRQDQGRWKHUH[WHUQDOSUHVVXUHV
7KH DQDO\WLFDO FDSDFLW\ RI WKH %HOJLDQ VWDWH LQ SDUWLFXODU VHHPV WR EH UHVWULFWHG LQ
PDQ\ ZD\V 8QVXUSULVLQJO\ WKLV LV OLQNHG WR ERWK WKH ODFN RI UHVRXUFHV DQG WKH
VSOLQWHULQJ RI FRPSHWHQFHV $OWKRXJK LQ WRWDO WKHUH ZHUH SHUKDSV MXVW DV PDQ\
SHRSOHZRUNLQJRQWUDGHSROLF\LQ%HOJLXPDVLQWKH1HWKHUODQGVWKH\ZHUHVSUHDG
RXWDFURVVH[HFXWLYHVWKDWZHUHLQWHUHVWHGLQGHYHORSLQJDUHJLRQDOSRVLWLRQRQDOORI
WKH VDOLHQW WUDGH GRVVLHUV 7KHVH FLYLO VHUYDQWVZHUH FOHDUO\ EHLQJRYHUORDGHG WKH\
QRW RQO\ KDG WR WUDFN QXPHURXV )7$V DQG SOXULODWHUDO DJUHHPHQWV EXW DOVR WKH
OHJLVODWLYH GRVVLHUV DQWLGXPSLQJ HW FHWHUD ZKLFK WKH\ WKHQ KDG WR SUHVHQW DQG
FRRUGLQDWHQRWRQO\DWWKH(8OHYHOEXWDOVRZLWKLQWKHLURZQUHJLRQVDVZHOODVWKH
%HOJLDQ IHGHUDWLRQ 7KHUHZHUH UHWXUQLQJ GRXEWV DPRQJPDQ\ RIP\ LQWHUYLHZHHV
IURP VRFLHW\ DQG SDUWLHV DERXW WKH IUDJPHQWDWLRQ DQG LQHIILFLHQF\ RI WKH %HOJLDQ
V\VWHPDQGZKHWKHU LWZDV WLPH WR WXUQEDFN WKH LQVWLWXWLRQDO FORFN 2Q WKHRWKHU
KDQGWKLVFDSDFLW\ZDVHQGRJHQRXVLWGHSHQGHGRQWKHVHQVLWLYLW\RIWKHLVVXHV,Q
%HOJLXP WKH PLQLVWHULDO FDELQHWV ILOOHG LQ WKH UHVRXUFH JDSV WKDW FRQIURQWHG WKH
PLQLVWULHV DQG GHSDUWPHQWV ZKHQ &(7$ EHFDPH PRUH KRWO\ FRQWHVWHG VR P\
HVWLPDWHRIWKH%HOJLDQUHVRXUFHVPD\EHVNHZHGE\P\IRFXVRQWKHFLYLOVHUYLFHLW
DSSHDUV WKDW WKHUH LVDZHOORI VWDIIDQGH[SHUWLVHDW WKHPLQLVWHULDO FDELQHWV DFURVV










DQWLGXPSLQJ ZH FDQ VHH ERWK VWDWHV WU\LQJ WR FRSH ZLWK WKHLU UHOLDQFH RQ WKH
&RPPLVVLRQ ZKLFK SURGXFHV D YHU\ GHWDLOHG LQYHVWLJDWLRQ RI WKH GXPSLQJ
FRPSODLQW RIZKLFK RQO\ D VXPPDU\ LV VHQW WR WKH PHPEHU VWDWHV  DW YHU\ VKRUW
QRWLFH E\ FRQGXFWLQJ DQ LQYHVWLJDWLRQ RI WKHLU RZQ 7KH\ SHUIRUP HFRQRPLF
DQDO\VHVVHHZKDWDFWRUVDUHLQYROYHGDQGPD\EHDIIHFWHGWU\WRWDNHLQWRDFFRXQW
WKHHIIHFWVDFURVVYDOXHFKDLQVDQGPHHWZLWKDQ\LQWHUHVWHGVWDNHKROGHUV+HUHLW·V




GHGLFDWHG WR DQWLGXPSLQJ GRVVLHUV 3HUKDSV WKLV LV DQ LQGLFDWLRQ WKDW WKH
1HWKHUODQGVXVXDOO\GRHVQRWQHHGZDQWWRVSHQGWRRPXFKWLPHUHVRXUFHVPXOOLQJ
RYHUZKHWKHU LW·V JRLQJ WR UHMHFW WKHPHDVXUHV WKLV WLPH DVZHOO %XW WKLV GRHV QRW




PRUH DPELJXRXVPRUH FKDQJLQJ SRVLWLRQ DQG LW·V KHUH WKDW ZH ILQG D VRPHZKDW
ELJJHU  WHDP ZRUNLQJ RQ WUDGH GHIHQVHV LQ FRRSHUDWLRQ ZLWK WKH VHFWRUDO
DQDO\VWVZLWKUDUHLQWHUYHQWLRQVE\WKHPLQLVWHULDOFDELQHWV:HPD\SHUKDSVUHODWH
WKLVWRWKHQHHGWRDQDO\]HWKHVHLVVXHVPRUHLQGHSWKEHIRUHGHFLGLQJRQDSRVLWLRQ
,QERWK FDVHVKRZHYHU LWZRXOGDSSHDU WKDW WKH FLYLO VHUYLFHZDV VLGHOLQHGE\ WKH




LQWHUHVWV QRW RQO\ YLVjYLV VRFLHWDO LQWHUHVWV EXW DOVR ZKHQ GHDOLQJ ZLWK WKH
&RPPLVVLRQ DQG RWKHU &RXQFLO PHPEHUV RIIHUV XV RQH RI WKH PRVW GLUHFW ZD\V







VKRZHG WKDW LW ZDV LQ SUDFWLFH RIWHQ GLIILFXOW WR GLVHQWDQJOH GHFLVLRQPDNHUV·
SUHIHUHQFHVIURPVRFLHWDOOREE\LQJZKHQERWKPHFKDQLVPVZHUHDWZRUNDWWKHVDPH
WLPHDQGDSSHDUHGHTXDOO\SODXVLEOHEDVHGRQ WKH FDVHVSHFLILFHYLGHQFH , VKRZHG
WKDWWKHEURDGHUSDWWHUQRIGHFLVLRQPDNLQJFRXOGWKHQEHXVHGWRDVVHVVWKHSULPDF\
RI RQH FDXVDO H[SODQDWLRQ RYHU WKH RWKHU $OWKRXJK , RIWHQ MXGJHG LQ IDYRU RI
GHFLVLRQPDNHUV·LQWHUHVWVKHUHLWDSSHDUHGFOHDUWKDWWKLVFRQFOXVLRQRQO\KHOGLQWKH
LVRODWHGFDVHVRYHUWKHORQJHUUXQVKLIWVLQEXVLQHVVLQWHUHVWVDQGRFFDVLRQDOO\&62
LQWHUHVWV ZHUH PRUH LPSRUWDQW DOWKRXJK PRUH UHVHDUFK RYHU WLPH ZRXOG EH
QHFHVVDU\WREROVWHUWKLVFODLP
6WLOOLWZDVDOVRFOHDUWKDWJRYHUQPHQWVZHUHQRWMXVWRQWKHSDVVLYHUHFHLYLQJHQGRI
VRFLHWDO SUHVVXUH WKH\ DFWLYHO\ WULHG WR GHSROLWLFL]H RU LQ WKH FDVH RI :DOORQLD
FRQWULEXWHGWRWKHSROLWLFL]DWLRQFHUWDLQWUDGHLVVXHVUHVWULFWHGDFFHVVWRXQZHOFRPH
YRLFHVHLWKHUDWWKHH[HFXWLYHOHYHORUE\UHJXODWLQJWKHSDUOLDPHQWDU\G\QDPLFDQG
DQWLFLSDWHG SXEOLF UHVSRQVHV E\ SURPRWLQJ RSWLRQV DW WKH (8 OHYHO ZKLFK WKH\
EHOLHYHGZRXOGEHOHVVFRQWHQWLRXVGRPHVWLFDOO\%HOJLXPDVZHOODVWKH1HWKHUODQGV
PRUHRYHU HQJDJHG LQ UHYHUVHOREE\LQJ ,Q&(7$ H[HFXWLYHVZHUH LQKLJKGHPDQG
IRU VHFWRUDO LQSXW GXULQJ WKH QHJRWLDWLRQV DQG WKH\ WULHG WR HGXFDWH WKURXJK
ZRUNVKRSV EXVLQHVV RQ LVVXHV VXFK DV LQYHVWPHQW SURWHFWLRQ DQG QHJDWLYH OLVWLQJ





DFWLYHO\ VRXJKW IRU WUDGHGHSHQGHQW VWHHO LQWHUHVWV WKDW FRXOG FRXQWHU SURGXFHUV·
OREE\LQJZKLOH ERWK %HOJLXP DQG WKH1HWKHUODQGV WULHG WKHLU EHVW WR LQIRUP WKHLU







 DUJXHG LQ UHODWLRQ WKH*$76 VXSSRUW IURP SDUW\SROLWLFDO DJHQWV KDVEHHQ
FUXFLDO LQ WKH VXFFHVV RI WKH &62V LQ SXVKLQJ %HOJLXP WR WDNH RQ D QXPEHU RI
SRVLWLRQV %HOJLXPZRXOGFRXOGQRW KDYH SOD\HG LWV UROH LQ UHVLVWLQJ WKH*$76RU
QHJDWLYH OLVWLQJ RU LQ VXSSRUWLQJ ODERU DQG HQYLURQPHQWDO FODXVHV ZLWKRXW WKH
UHVLOLHQFH RI:DOORQLD·V OHIWZLQJ SDUWLHV 2I FRXUVH , KDYH VKRZQ WKDW WKHUH LV DQ
LUUHVROYDEOH FKLFNHQHJJ GLOHPPD KHUH DUJXDEO\ VXSSRUW IRU SURJUHVVLYH &62V




OLEHUDO SDUW\ IRU \HDUVZKHUH WKH SDUW\ODQGVFDSH KDV EHHQ LQFUHDVLQJO\ IUDFWXUHG
DQGZKLFKKDVVHHQWKHULVHRID(XURVFHSWLFDQGDQWLJOREDOLVWHWKQRQDWLRQDOLVWSDUW\
ZKLFKKDVH[HUWHGDORWRILQIOXHQFHRQWKHWUDGLWLRQDOSDUWLHVRIWKHFHQWHUULJKWEXW
DOVR WKH FHQWHUOHIW ,W LVKDUGO\ VXUSULVLQJ WKDW'XWFK IRUHLJQSROLFLHVKDYHEHFRPH
LQFUHDVLQJO\ PHUFDQWLOH HPSKDVL]LQJ IRU H[DPSOH WKH EXVLQHVV RSSRUWXQLWLHV RI
GHYHORSPHQW FRRSHUDWLRQ DQG WKLV KDV FRQVWUDLQHG DQG DUJXDEO\ ZLOO FRQWLQXH WR
FRQVWUDLQWKHVWUHQJWKRIJURXSVIURPWKHOHIW²HYHQWKRXJKLWVUHVXOWVIRUWKHWUDGH
DJHQGD DUH YHU\ XQFHUWDLQ WKH 399 LV (XURVFHSWLF DQG RSSRVHG WR DOO VRUWV RI
PXOWLODWHUDO LQVWLWXWLRQV KDUGO\ D UHFLSH IRU PRUH OLEHUDOL]DWLRQ WKLV ZDV FOHDUO\
LOOXVWUDWHGE\WKH8NUDLQHHSLVRGH,Q%HOJLXPDOWKRXJK)OHPLVKSROLWLFVKDVWHQGHG
WR WKHULJKW LQDVLPLODU IDVKLRQSURJUHVVLYHJURXSVKDYHEHHQDEOH WRFRXQWRQWKH
PRUHZLOOLQJHDURI:DOORQLD·V OHIWLVWSDUWLHVZKLFKKDYHUHPDLQHGVWURQJDQGKDG
EHHQLQSRZHUIRUGHFDGHVXQWLOWKHVFDQGDOGULYHQFULVHVRI%HOJLXP·VIHGHUDO
V\VWHP KDV WKHUHIRUH DOORZHG WKHP FRQWLQXHG DFFHVV DQG LQIOXHQFH DUJXDEO\
FRQWULEXWLQJ WR WKH %HOJLDQ WHQGHQF\ WR IDOO DORQJ WKH OHIW RI WKH (8·V DYHUDJH
SRVLWLRQ 7KH UHPQDQWV RI QHRFRUSRUDWLVP IRUPDO FRQVXOWDWLRQV RI UHSUHVHQWDWLYH




YRWLQJ IUDJPHQWHG SDUW\ ODQGVFDSHV DQG FRDOLWLRQ JRYHUQPHQWV KDYH FRQVWUDLQHG






GHYHORSPHQWV DQG KDUGZRQ JDLQV IURP VRFLHWDO SUHVVXUH 7KH PLQLVWHUSUHVLGHQW
WKDW OHG WKH ILJKW DJDLQVW &(7$ LV QRZ WKH PD\RU RI &KDUOHURL DQG WKH IDWH RI
:DOORQLD·V UHVROXWLRQV DQG WKH LQWUD%HOJLDQ GHDO DSSHDU XQVXUH QRZ WKDW WKH
UHJLRQDOJRYHUQPHQWKDVEHHQ WRSSOHGE\ FG+0HDQZKLOH LQ WKH1HWKHUODQGV WKH
QHZFRDOLWLRQKDVDQQRXQFHGWKDWLWZLOOEHVFUDSSLQJWKHFRQVXOWDWLYHUHIHUHQGXP²
WKHUHE\VLQNLQJWKHPDLQIRFDOSRLQWRIWKHHQGXULQJ&62FDPSDLJQDJDLQVW&(7$
ZKLOH WKHPLQLVWHU IRU WUDGH QRZ KDLOV IURP WKH SDUW\ ' WKDW KDG YHKHPHQWO\
VXSSRUWHGWKH)7$VLQWKH7ZHHGH.DPHU,QERWKFDVHVWKHSURVSHFWVIRUVXFFHVVIXO
&62DFWLRQVHHPVWRKDYHEHHQGLPLQLVKHG
7KLV LQWHUUHODWLRQ EHWZHHQSDUW\SROLWLFV DQG WUDGH RUPRUH EURDGO\ LQWHUQDWLRQDO
HFRQRPLF SROLFLHV VHHPV OLNH DQ LQWHUHVWLQJ YHQXH IRU IXUWKHU UHVHDUFK QRW RQO\
DFURVV VWDWHV EXW DOVR ZLWKLQ FRXQWULHV ,W FRXOG EH WLHG WR ZLGHU VWXGLHV OLQNLQJ
HOHFWRUDOSROLWLFVWRIRUHLJQDQGHFRQRPLFSROLFLHV
 
7KH QDWLRQDO SDUOLDPHQWV DUH RIWHQ ZHDN DQG SRRUO\ LQIRUPHG +RZHYHU WKH\










PDQ\ RI WKH03V , VSRNHZLWK VRFLHWDO DFWLYLVPZDV SHUKDSV QRW D QHFHVVDU\ EXW
DOPRVWDOZD\VDVXIILFLHQWIDFWRUWRJHQHUDWHDW OHDVWSDUOLDPHQWDU\TXHVWLRQV7KLV




,W KDV DOVR EHHQ LQWHUHVWLQJ WR ORRN DW WKH FRQGXFW RI WKH GHEDWHV ,Q WKH %HOJLDQ
SDUOLDPHQWVWKHSDUOLDPHQWPRVWO\RSHUDWHVLQD¶4	$·IDVKLRQ03VDVNTXHVWLRQV
WKHPLQLVWHUUHVSRQGV7KHUHZDVVHOGRPPXFKGHEDWHEHWZHHQWKH03VWKHPVHOYHV
RIWHQ RQO\ YHU\ EULHIO\ WKH FRUH G\QDPLF ZDV EXLOW DURXQG WKH UHVSRQVH RI WKH
PLQLVWHU RU LQ WKH UHJLRQV PLQLVWHUSUHVLGHQWV $ JHQHUDO VHQVH RI ODFNLQJ UHDO
FRQWUROZDVHYLGHQWIURPERWKWKHGHEDWHVDVZHOODVWKHLQWHUYLHZVZLWK03V





7KH GHEDWHVZHUH RQ WKHZKROH VRPHZKDW VKDOORZZLWK03V UHKDVKLQJ WKH VDPH
SRVLWLRQV LQ HYHU\PHHWLQJ$JDLQ ODFN RI FDSDFLW\ SOD\HG DQ LPSRUWDQW UROH KHUH
03VMXVWGLGQRWKDYHWKHWLPHWRIRFXVRQDQLVVXHWKDWZDVPRVWO\LJQRUHGE\WKH
SXEOLFDQGHYHQZKHQLWEHFDPHDKRW LWHPWKH\GLGQRWKDYHWKHH[SHUWLVHRUWKH
VWDII WR GHYHORS WKLV H[SHUWLVH IRU WKHP WKDW ZRXOG KDYH DOORZHG WKHP WR
PHDQLQJIXOO\LQWHUYHQH7KHELJH[FHSWLRQZDV:DOORQLD·VSDUOLDPHQWZKHUHZHGLG
VHHDIDUPRUHLQGHSWKSURFHVV+HUHWKURXJKDSURFHVVRIKHDULQJVDQGHEDWHVWKH\
GLG VSHQG WLPH WR UHDOO\ GHOYH LQWR WKH GHWDLOV RI WKH DJUHHPHQW SURGXFLQJPRUH





,Q WKH 1HWKHUODQGV WKHUH ZDV PRUH DFWXDO GHEDWH DPRQJ WKH 03V DQG PRUH
DVVHUWLYHQHVV )RU LQVWDQFH WKHUHZHUH DOVR FULWLFDO TXHVWLRQV IURP WKH 3YG$ HYHQ
WKRXJK LWZDV WKHLUPLQLVWHUZKRKDG WR GHIHQG WKH GHDO+RZHYHU HYHQ KHUH WKH
TXDOLW\ RI WKH GHEDWH ZDV RIWHQ QRW YHU\ KLJK ZLWK ORWV RI UHSHWLWLRQ DOVR RQ
SURFHGXUDO LVVXHV OLNH SURYLVLRQDO DSSOLFDWLRQ RU UDWLILFDWLRQ SURFHGXUH HYHQ DIWHU
WKH PLQLVWHU KDG H[SODLQHG WKHVH LVVXHV QXPHURXV WLPHV 6WLOO LQWHUQDO PHPRV
VKRZHG WKDW WKHPLQLVWU\ZDVDOZD\VNHHSLQJDQH\HRQZKDWZDVEUHZLQJ LQ WKH
SDUOLDPHQWVKRZLQJWKDWWKLVZDVQRWVRPHWKLQJWKH\FRXOGFRQWURODWZLVKDQGWKH
SDUOLDPHQWDU\PRWLRQVZHUH UHDOO\ DEOH WR VWHHU WKH 'XWFK SRVLWLRQ DV ZHOO DV WKH
GRPHVWLF SURFHVV SDUOLDPHQWDU\ SUHVVXUH LQVWLJDWHG , DUJXHG E\ &62
FDPSDLJQLQJ GURYH 3ORXPHQ·V ¶UHVHW· RU WUDGH SROLF\ DQG WKH UHVXOWLQJ
¶KDQGHOVEHUDDG·7KHUHODWLRQVKLSVEHWZHHQWKH7ZHHGH.DPHUDQGWKHJRYHUQPHQW
ZHUHRQDPRUHHTXDO IRRWLQJ WKDQ LQ%HOJLXPHYHQFRPSDUHG WR:DOORQLDZKHUH
WKHUH LV OLQJHULQJ GRXEW DERXW WKH SDUWLHV· DXWRQRP\ DUJXDEO\ D UHIOHFWLRQ RI WKH
PRUHEDODQFHGUHODWLRQVKLSEHWZHHQWKH'XWFKH[HFXWLYHDQGLWVSDUOLDPHQWRYHUDOO
$JDLQWKLVSUHVHQWVXVZLWKDYHQXHIRUIXUWKHUUHVHDUFKVWXG\LQJWKHG\QDPLFVLQ
WKH SDUOLDPHQWDU\ LQYROYHPHQW LQ WUDGH DQG WU\LQJ WR H[SODLQ FURVVFRXQWU\
GLIIHUHQFHV ,Q OLQH ZLWK VRPH RI WKH H[LVWLQJ OLWHUDWXUH , VXJJHVW ORRNLQJ DW WKH
OHJLVODWXUH·V UHVRXUFHV SHUVRQQHO UHVHDUFK DQG OHJDO VHUYLFHV « DV ZHOO DV WKH
SDUW\V\VWHPDQGWKHPRUHJHQHUDOEDODQFHRISRZHUEHWZHHQWKHSRZHUVEXWDOVRDW
WKH GDLO\ SUDFWLFHV RI FRQWURO DQG GHEDWH DQG WKH OHJLVODWXUH·V WLHV WR VRFLHWDO
RUJDQL]DWLRQVWKDWFDQSURYLGHWKHPQRWRQO\ZLWKH[SHUWLVHEXWDOVRZLWKOHYHUDJH
ZKHQ WKH\ FKRRVH WR VXSSRUW D JURXS·V SUHVVXUH YLVjYLV WKH H[HFXWLYH 0RUH
JHQHUDOO\ ZKLOH SDUOLDPHQWDU\ DFWLYLW\ VHHPV OLNH D JRRG SUR[\ IRU WKH VRFLHWDO
SROLWLFL]DWLRQRIWUDGHDOOLQDOO,EHOLHYHLWLVXQOLNHO\WKDWOHJLVODWXUHVKDYHRIWHQSXW
WKHLUVWDPSRQWUDGHSROLF\GRVVLHUV7KLVVKRXOGDOVRJXLGHIXWXUHDVVHVVPHQWVRIWKH
GHPRFUDWLF OHJLWLPDF\ RI WUDGH SROLF\ WKH DPRXQW RI SXEOLF DQG SDUOLDPHQWDU\










DSSHDUHG LQ UHODWLRQ WR77,3 DQG&(7$ , WULHG WRSUR[\ IRU WKLVE\XVLQJGDWD RQ
SURWHVWVSHWLWLRQVQHZVOHWWHUVXEVFULSWLRQVDQGDIHZRWKHUDGKRFPHWULFV
,Q WKH SUHVV , FRQVWUXFWHG VRPH RIP\ RZQ VLPSOH GDWDVHWV ZKLFK , FRPELQHG
ZLWKDUHYLHZRIDVHOHFWLRQRIQHZVSDSHUV LH , UHDGDQGVXPPDUL]HG WKHDUWLFOHV
WKH\ SXEOLVKHG RQ &(7$ DQG VRODU , IRXQG WKDW D URXJKO\ VLPLODU SDWWHUQ LQ WKH
SUHVV· DWWHQWLRQ IRU WUDGH RYHU WLPH HPHUJHG LQ WKH 1HWKHUODQGV DQG %HOJLXP ,W
SHDNHGDURXQGVOXPSHGGRZQZDUGVWKHQSHDNHGRQFHPRUHDURXQGDQG
WKHQ IHOO GRZQXQWLO  7KHVH F\FOHV DSSHDU WR EH OLQNHGERWKZLWK WKHSROLWLFDO
VHQVLWLYLW\ RI WUDGH DV ZHOO DV ZLWK &62 FDPSDLJQLQJ ,Q WKH FDVHV WKH SUHVV·
DWWHQWLRQZDVOLQNHGFORVHO\WRWKHSROLWLFL]DWLRQRIWKHLVVXHWKHUHZDVTXLWHDELWRI
UHSRUWLQJ RQ VRODU GXPSLQJ EXW WKLV PRVWO\ IRFXVHG RQ WKH VSDW EHWZHHQ WKH
&RPPLVVLRQ DQG &KLQD DQG VRPH PHPEHU VWDWHV DQG WR D OHVVHU H[WHQW RQ WKH
GRPHVWLFSROLWLFVDQGHFRQRPLFVRI WKHFDVH2Q&(7$ WKHFRYHUDJHRI WKH%HOJLDQ
)UDQFRSKRQHSUHVVVHHPVWRKDYHEHHQPRVWGHWDLOHGWKHUHZHUHPDQ\SLHFHVDERXW
WKH FRQWHQWV RI WKH )7$V DV ZHOO DV WKHLU GD\WRGD\ SROLWLFV DQG QXPHURXV
LQWHUYLHZVZLWKWKHPDLQH[HFXWLYHDFWRUVQRWDEO\0DJQHWWH7KHUHZDVDYHU\ODUJH
DPRXQW RI DWWHQWLRQ IRU FLYLO VRFLHW\·V FULWLFLVPV DQG LQ JHQHUDO WKH FRYHUDJH ZDV
VXSSRUWLYHRIWKHEORFNDJHDOWKRXJKWKHEXVLQHVVSUHVVEHFDPHPRUHFULWLFDOQHDUWKH
IDOORI&RYHUDJHE\WKH)OHPLVKSUHVVVWDUWHGODWHUPRVWO\LQHYHQODWHULQ
FDVH RI +HW /DDWVWH 1LHXZV ZDV OHVV GHWDLOHG DERXW WKH SROLWLFV DV ZHOO DV WKH
VXEVWDQFHRIWKHGHDODQGZDVFRQVLGHUDEO\PRUHQHJDWLYHDERXWERWKWKHFULWLFVRI
&(7$ DV ZHOO DV :DOORQLD·V EORFNDJH :DOORQLD·V GHPDQGV ZHUH SRUWUD\HG DV
XQUHDVRQDEOHDVWKUHDWHQLQJQRWRQO\WKHGLUHFW)OHPLVKJDLQVRIWKHGHDOEXWDOVR
LUUHFRYHUDEOH GDPDJH WR %HOJLXP·V DQG WKH (8·V LQWHUQDWLRQDO UHSXWDWLRQ ,Q WKH
1HWKHUODQGV WKHUH ZDV FRQVLGHUDEOH DWWHQWLRQ IRU WKH FULWLFLVPV EHLQJ YRLFHG E\
&62VDQGRSSRVLQJSDUWLHVZKLOHWKHUHZDVUHODWLYHO\OLWWOHVSDFHIRUWKHVXSSRUWHUV
RI&(7$DOWKRXJKWKHODWWHUJURXSPDQDJHGWREHFRPHPRUHSURPLQHQWLQWKHIDOORI
 7KHUH LV WKHUHIRUH D FRUUHODWLRQ EHWZHHQ WKH LQWHQVLW\ RI WKH VRFLHWDO DQG




ZRUNHG RQ WKHVH LVVXHV IRU \HDUV PDQ\ RI WKH SLHFHV ZHUH ZULWWHQ E\ WKH VDPH
KDQGIXORISHRSOHEXLOGLQJXSH[SHUWLVHDQGQHWZRUNV%XWZKHWKHUFRYHUDJHZLOO




WKH SUHFHGLQJ VRPHZKDW VSHFXODWLYH FRQFOXVLRQVPD\ VHHP WRR UHPRWH IURP WKHLU
RZQZRUN,FDQRQO\DFNQRZOHGJHWKDWPRVWRIWKHOHVVRQVWKDWP\3K'KDVWRRIIHU





PDGH LQ FKDSWHU WZR DERXW WKH QHFHVVLW\ RI EULQJLQJ LQ GRPHVWLF SROLWLFV GLG QRW
LPSO\WKDWWKHUHZDVDVLQJOHNQRFNGRZQVWXG\WKDWZHFRXOGSHUIRUPWRIXOILOORU
WHVW WKHSURPLVHVRI WKLVUHVHDUFKDJHQGD5DWKHUP\DUJXPHQWZDVFXPXODWLYH LQ
QDWXUH,ZDVVHOOLQJDSURJUDPUDWKHUWKDQDK\SRWKHVLV2IFRXUVHWKHOLPLWDWLRQVRI
P\ RZQ ZRUN LQ UHJDUGV WR XQGHUVWDQGLQJ (8OHYHO GHYHORSPHQWV ZHUH DOVR
LQKHUHQW LQ P\ FKRLFH RI FDVHV DQG PHWKRG 0\ IRFXV RQ %HOJLXP DQG WKH
1HWKHUODQGV ZDV WRR OLPLWHG WRR \LHOG PXFK GLUHFW H[SODQDWRU\ JDLQV DERXW WKH
VXSUDQDWLRQDO OHYHO LQ WKH VHQVH WKDW ZHZRXOG QHHG WR GR DGGLWLRQDO ZRUN RQ D
JUHDWHU QXPEHU DQG SHUKDSV PRUH FUXFLDO FRXQWULHV EHIRUH VXFK UHVHDUFK VWDUWV
SURGXFLQJHDVLO\GHOLQHDWHGFRQFOXVLRQVDERXWWKHHIIHFWVRIGRPHVWLFSROLWLFVRQ(8
WUDGH +RZHYHU RI FRXUVH WKH %HOJLDQ DQG 'XWFK SROLWLFV RI &(7$ KDYH LQ





PRUH H[SOLFLWO\ WDNLQJ XS WKH (8OHYHO G\QDPLFV DV D GHWHUPLQDQW RI GRPHVWLF
SROLWLFV7KLVHPHUJHVDVRQHRIWKHPDMRUODFXQDLQP\ZRUNQRWLQWKHOHDVWEHFDXVH
WDNLQJ LW XS PRUH H[SOLFLWO\ ZRXOG KDYH VWUHQJWKHQHG P\ XQGHUVWDQGLQJ RI WKH
GRPHVWLF SROLWLFV RI WUDGH 7KLVZRXOG KDYH DOORZHGPH WRPRUH VWURQJO\ FRQWUDVW
GRPHVWLFH[SODQDWLRQVZLWKWKH(XURSHDQG\QDPLFDVDQH[SODQDWRU\IDFWRUPDNLQJ
LWHDVLHU WRZHLJKWKHYDOXHRIXQSDFNLQJWKHGRPHVWLFSURFHVV2IFRXUVH,GLGQRW
HQWLUHO\ LJQRUH WKLV GLPHQVLRQ , LQFOXGHG LW DV D VFRSH FRQGLWLRQ LQ WKH GHFLVLRQ
PDNHUV·PHFKDQLVP DQG , SDLG DWWHQWLRQ WR VRFLHWDO JURXSV· FRRSHUDWLRQZLWK (8
OHYHO JURXSV 6WLOO P\ ZRUN ZRXOG KDYH EHQHILWWHG LI , KDG VSHQW PRUH WLPH RQ
LQYHVWLJDWLQJ WKH EDODQFH EHWZHHQ WKH GRPHVWLF DQG (8OHYHO DFWLYLWLHV DQG
GHWHUPLQDQWVRIP\WKUHHDFWRUV
+RZHYHU ,QRQHWKHOHVVKRSH WKDWP\ILQGLQJVDQGWKHYHQXHV IRU IXUWKHUUHVHDUFK
WKDW , KDYH RXWOLQHG LOOXVWUDWH WKH VRUWV RI LQVLJKWV WKDW GRPHVWLF DQDO\VHV FDQ
SURGXFH IRURXU(8OHYHOXQGHUVWDQGLQJRI WKHGHYHORSPHQWV LQ WKH WUDGHVSKHUH ,
DOVRKRSHWKDW,KDYHVKRZQKRZWKHH[LVWLQJWKHRULHVRIWUDGHSROLF\FDQEHIUXLWIXOO\
XVHG WRSHUIRUPH[SODQDWRU\ VWXGLHVRIGRPHVWLF WUDGHSROLWLFV LQ WKH(8 DOWKRXJK
QRW DOO IXWXUH UHVHDUFK VKRXOG RSW IRU D VLPLODUO\ KROLVWLF DSSURDFK 6HFRQGO\ , GR
EHOLHYH , KDYH VKRZQ WKDW DW OHDVW LQ WKH 1HWKHUODQGV DQG %HOJLXP WKHUH DUH
LPSRUWDQW GRPHVWLF VRXUFHV IRU WKHLU SRVLWLRQV DQG WKHUH LV QR LQGLFDWLRQ WKDW WKLV















,N ]RX JUDDJ ZLOOHQ GDW GLW GRFWRUDDW HHQ XLWJHEUHLGH VWLFKWLQJVP\WKH KDG PDDU
KHODDV ELM PLM JHHQ VLQGV ODQJ JHNRHVWHUGH GURRP YDQ GH KRRJVWH JUDDG  GDW LN
KHGHQ HHQ QRJDO -RPPHNHVDFKWLJH WLWHODFKWHUQDDP FRPELQDWLH PDJ YRHUHQ JD LN
KDUGQHNNLJ SUREHUHQYHUVWRSSHQ2RN LQKRXGHOLMN GHHG LN LQ  HHQ VWDS LQ KHW
GXLVWHU LN KDG YRRUGLHQ JHHQ ELM]RQGHUH LQWHUHVVH LQ (XURSHHV H[WHUQ EHOHLG ODDW
VWDDQ LQGHELQQHQODQGVHSUHIHUHQWLHYRUPLQJYDQ%HOJLsRI1HGHUODQG'HZHJGLH
YHUYROJHQV OHLGGH WRW GLW PDQXVFULSW ZDV RRN YHUUH YDQ ULPSHOORRV +HW SROLWLHN
ZHWHQVFKDSSHOLMNH EHGULMI EOHHN RS VRPPLJH YODNNHQ HHQ WHOHXUVWHOOLQJ HQ WLMGHQV
ODQJHSHULRGHVYROIUXVWUDWLHKHELNHHQDDQWDOPDDORYHUZRJHQRPULFKWLQJXLWJDQJ
WHPDQRHXYUHUHQ
7RFK ZLO LN EHQDGUXNNHQ GDW LN GHVRQGDQNV JHQRWHQ KHE YDQ KHW YHOH OH]HQ HQ
VFKULMYHQ KHW GRRUSORHWHUHQ YDQ GRFXPHQWHQ KHW YRHUHQ YDQ LQWHUYLHZV KHW











ZDYH DIWHUZDYH RI QLFH DQG FDULQJ SHRSOH DQG , KDYH DOZD\V EHHQ VWUXFN E\ WKH
VLQFHULW\RIHYHU\RQH·VFRPPLWPHQWWRPDNLQJWKHZRUOGDOHVVKRUULEOHSODFH/HWPH
DOVRWKDQNDVSHFLILFVXEVHWRIWKLVJURXSWKHSHRSOHZLWKZKRP,·YHVKDUHGDQRIILFH
WKURXJKRXW WKH\HDUV9MRVD %UXQR 7KRPDV1DWKDQ1LHOV DQG.UHQDU1LHOV DQG
.UHQDUGHVHUYHVRPHVSHFLDOVXEVXEVHFWLRQDOPHQWLRQEHFDXVHWKH\ZHUHZLWKPH
WKH ORQJHVW ZKLOH %UXQR·V GHVN ZDV GHPRWHG WR WKH VWDWXV RI FRIIHH WDEOH 1LHOV
DFFRPSDQLHGPHRQQXPHURXVDFDGHPLFDQG LQWHUYLHZLQJ WULSV DQGZHVHUYHG DV
HDFK RWKHU·V SULPDU\ VRXQGERDUG IRU RXU WKRXJKWV RQ UHVHDUFK DQG WUDGH SROLF\ ,
WKLQN,PLJKWKDYHWKURZQLQWKHWRZHORXW LI LWKDGQ·WEHHQIRUKLPRU LQDQ\FDVH
ZRXOG KDYH SURGXFHG D IDU VKDNLHU WH[W:LWK P\ .RVRYDU FRQQHFWLRQ , VKDUHG D
ORQJ RQJRLQJ GHEDWH DERXW WKH SKLORVRSK\ RI VRFLDO VFLHQFH ZKHUH , WKLQN ZH·YH
SDUWHG ZD\V DQG D IULHQGVKLS WKDW , KRSH ZLOO VXUYLYH WKH XQMXVW JOREDO WUDYHO
UHJLPHDQGVRPHNLORPHWHUV+HKDVKDG WR HQGXUH DURXJKFRXSOHRI\HDUV DQG ,
ZLVKKLPFDOPHUVHDVRQKLVKRUL]RQ6SHFLDOWKDQNVDOVRWRP\VXSHUYLVRUV-DQ2UELH
DQG)HUGL'H9LOOH IRUDOORZLQJPHWRSXUVXHP\VRPHZKDWHUUDWLF OLQHRIHQTXLU\
DQG IRU DOO WKH KHOS DQG IHHGEDFN DORQJ WKH ZD\ DQG WR P\ VXSHUYLVRU IURP
HFRQRPLFV %UXQR0HUOHYHGH IRU KHOSLQJPHZKHUHYHU KH FRXOG  HYHQ ZKHQ WKH
LQWHUGLVFLSOLQDU\SURVSHFWVRIWKH3K'ZHUHZDWHUHGGRZQ,·PDOVRJUDWHIXOWR7DQLD




6RPH IXUWKHU DFDGHPLF DFNQRZOHGJPHQWV DUH DOVR GXH , ZLOO VWLFN WR SHRSOH ,
DFWXDOO\PHWLQSHUVRQUDWKHUWKDQMXVWRQSDSHU,ZRXOGOLNHWRWKDQN9LQFHQW'HOOD
6DOD'HUHN%HDFKDQG5REHUW$GFRFNDVZHOODVWKHRUJDQL]HUVDQGSDUWLFLSDQWVRI
WKH ¶+LVWRU\ DQG ,5· ZRUNVKRSV LQ /RQGRQ $OWKRXJK ZH PRVWO\ PHW LQ OHFWXUH
URRPVWKHVHSHRSOHDQGWKHYHQXHVIRUGHEDWHDQGOHDUQLQJWKH\FUHDWHGKHOSHGPH
WKLQNDERXWWKHSXUSRVHDVZHOODVWKHFRQGXFWRISROLWLFDOVFLHQFHDQG¶(8VWXGLHV·
0DQ\ RI WKHPDOVR FRQYH\HG DQ HQHUJL]LQJ LQWHOOHFWXDO MR\ZKLFK HQWKXVHGPH WR
FRQWLQXH ODERULQJ EDFN LQ *KHQW ,Q WKH VDPH YHLQ , ZDQW WR WKDQN P\ MXU\ IRU
UHDGLQJP\GLVVHUWDWLRQDQGIRUFRPPHQWLQJLWVRWKRURXJKO\7KH\IDOVLILHGRQHRI
WKH SHUYDVLYH F\QLFLVPV HFKRHG LQ 3K' VWXGHQWV· RIILFHV ZKLFK FODLPV WKDW
H[DPLQDWLRQFRPPLWWHHV EDUHO\ UHDG SDVW GLVVHUWDWLRQV· LQWURGXFWLRQV , WUXO\
DSSUHFLDWHGWKHLUGHWDLOHGUHPDUNVDQGWKHLQWHUHVWWKH\VKRZHGLQP\ZRUN
2Q D UHODWHG PRUH SUDFWLFDO QRWH PDQ\ WKDQNV DOVR WR WKH EUDYH IHZ WKDW UHDG
FRSLRXVDPRXQWVRI WH[WDJDLQVWXQUHDVRQDEOHGHDGOLQHVSURYLGLQJPHZLWKDYLWDO
FRPELQDWLRQRI FRUUHFWLRQVDQG VN\ZDUGSRLQWLQJ WKXPEV0DUMROHLQ/LHV1DWKDQ
7KRPDV1LHOV DQG IURP DQRYHUODSSLQJ VHW RI DFNQRZOHGJHHV 6WDQ DQG3LHWHU ,
ZDVWROGWKH\DOVRUHFHLYHGVRPHH[WHUQDOKHOSIRUWKLVODERUP\JUDWLWXGHWKHUHIRUH
H[WHQGVWR7LMP'HURVVH5R]HPDULMQ'H.DWHU'ULHV6QRHFNVDQG'LUNGH%RHU+LHU
RRN XLW]RQGHUOLMN YHHO GDQN DDQ -XOLH ]RQGHU ZLHQV JHGXOGLJH ELMVWDQG LN GH
FRQIURQWDWLHPHW KHW ]XLGHOLMNH ODQGVGHHO QRRLW ]RX KHEEHQ DDQJHGXUIG ODDW VWDDQ
RYHUOHHIG




PRHLWH JHKDG RP PLMQ GRFWRUDDW DFKWHU WH ODWHQ LQ GH 9ROGHUVVWUDDW 'LW ZDV LQ
EHODQJULMNHPDWHRPGDWLNPLMQKRRIGQDKDOI]HVNRQQHHUYOLMHQLQGHVFKRRWYDQHHQ
VFKDUHSUDFKWLJHYULHQGHQHQQDWXXUOLMNLQGLHYDQODPLHQQH,NNLMNPHWYHUED]LQJ
WHUXJ RS GH YROKHLG YDQ KHW OHYHQ GDW LN GH DIJHORSHQ MDUHQ KHE PRJHQ OHLGHQ
JHYXOG PHW ·W =DO HQ GH 3LVWH :LOOHQ .XQQHQ ERHNHQ ORRGJLHWHULM GHEDW WLOOHQ
VFKULMIHQ VSHHFKZHUNGDQV IHHVW EHWRJLQJHQ HQDOOHUKDQGHEDURNNHRQ]LQ'DW LN
HHQ *HQWVH SURYLQFLDDO EHQ JHZRUGHQ PHW GDQN DDQ KHW ZDUPH QHVW GDW PH OLHW









7KH QHJRWLDWLRQV ZLWK &DQDGD DWWUDFWHG YHU\ OLWWOH DWWHQWLRQ LQ WKH )HGHUDO
SDUOLDPHQW,Q WKHUHZDVRQHZULWWHQTXHVWLRQDERXW&(7$E\*URHQ:RXWHU
GH9ULHQGWDYHU\JHQHUDO LQTXLU\DERXW WKHSXUSRVHRI WKHQHJRWLDWLRQV ZKHWKHU
WKH\ZRXOGDOVR LQFOXGH WUDGH OLEHUDOL]DWLRQDQGZKDW WKH%HOJLDQSRVLWLRQZRXOG
EH7KHUHZHUHQRGHEDWHV7KHUHZDV]HURDFWLYLW\UHODWHGWR&(7$WKH\HDUDIWHU
DQGRQO\RQHZULWWHQTXHVWLRQLQ,WZDVDPRUHVNHSWLFDORQHE\WKHVSD'LUN
YDQ GHU0DHOHQ DERXW WKH&RPPLVVLRQ·V SURSRVDO WR LQFOXGH ,6'6 LQ&(7$ ² KH
UHIHUUHG WR ¶JURZLQJ FULWLFLVP· WKDW WKLV PHFKDQLVP ZDV XQSUHGLFWDEOH PD\
XQGHUPLQH WKH SROLF\ VSDFH RI JRYHUQPHQWV DQG FDQ OHDG WR ODUJH FRPSHQVDWRU\
ILQHVZKLOH WKH MXGLFLDOV\VWHPRI&DQDGDDQGWKH(8DGHTXDWHO\SURWHFWHGIRUHLJQ
LQYHVWRUV WKH03 LQTXLUHGDERXW WKH%HOJLDQSRVLWLRQ7KHUHVHHPV WRKDYHEHHQ
YHU\ OLWWOH IROORZXS KRZHYHU WKHUH ZHUH QR IXUWKHU RUDO GHEDWHV QRU ZULWWHQ
TXHVWLRQV WKDW \HDU RU LQ  DQG RQO\ D VLQJOH ZULWWHQ TXHVWLRQ LQ  (FROR




$IWHU WKH QHJRWLDWLRQV ZHUH FRQFOXGHG WKH DPRXQW RI DFWLYLW\ VORZO\ VWDUWHG






SXEOLF VHUYLFHV 6KH DOVR FDOOHG IRUPRUH WUDQVSDUHQF\ DQGPRUH GHEDWHV DERXW WKH
)7$V ,Q WKH VDPH VHVVLRQ +HOOLQJV (FROR UHJUHWWHG WKH ¶IDLW DFFRPSOL· RI &(7$·V
 SDJHV ,Q  WKHUH ZHUH ZULWWHQ TXHVWLRQV DERXW KHDOWKFDUH LQ &(7$ DQG
7,6$ 77,3 E\ 'L 5XSR IURP WKH 36 DERXW WKH ODFN RI KHDOWKFDUHUHVHUYDWLRQV
UHTXHVWHGE\%HOJLXP+HOOLQJV(FRORDQGDERXWWKHODFNRI%HOJLDQJHRJUDSKLFDO
LQGLFDWLRQV LQ WKH (8·V OLVW &ODULQYDO05 VSHFLILFDOO\ PHQWLRQLQJ $UGHHQVH KDP
DQGEXWWHUSDWpIURP*DXPHDQG%UXVVHOV·FKLFRU\$OWKRXJKWKHUHZHUHQRRUDO















ILUVW PRUH VXEVWDQWLDO PHQWLRQ LV PDGH LQ D FRPPLWWHH PHHWLQJ LQ -XO\ ZKHQ
*URYRQLXV 36SRLQWHGDW FLYLO VRFLHW\·VPRELOL]DWLRQDJDLQVW77,3DQG&(7$ DQG
FDOOHG IRU ¶D FOHDU ¶QR·· DJDLQVW &(7$·V UDWLILFDWLRQ DV D SROLWLFDO VLJQDO LQ WKH
QHJRWLDWLRQVRYHU77,3&5,9&200RUHVSHFLILFFULWLFDOUHPDUNVZHUHDOVR
PDGHLQ'HFHPEHUZKHQ+HOOLQJV(FRORZDUQHGDERXWWKH86·H[WUDFWLRQRIVKDOH






WKDW:DOORQLD DQG%UXVVHOV LQWHQGHG WR UHMHFW&(7$XQOHVV LWZDV DOWHUHG 7KH 36
DORQJZLWK WKH*UHHQV DQG WKH3YG$ UHSHDWHG WKHXVXDO FULWLFLVPV&(7$GLGQRW
VDIHJXDUG SXEOLF VHUYLFHV WKUHDWHQHG (XURSHDQ QRUPV DQG KHDOWK DQG LQFOXGHG D
V\VWHP RI LQYHVWPHQW DUELWUDWLRQ WKDW ZRXOG HPSRZHU PXOWLQDWLRQDO ILUPV RYHU
JRYHUQPHQWV,&6ZDVQRWVHHQDVVXEVWDQWLDOO\GLIIHUHQWIURP,6'6DQGWKDWZRXOG






GLVFXVVHG WKH :DOORRQ UHVROXWLRQ DGRSWHG WKH GD\ EHIRUH LQ ZKLFK :DOORRQ
SDUOLDPHQWDVNHGLWVJRYHUQPHQWQRWWRUDWLI\&(7$7KLVILQDOO\HOLFLWHGVRPHPRUH
UHVSRQVHE\WKHPDMRULW\WKH050LOOHUFULWLFL]HGWKH36IRU¶DSSDUHQWO\FKDQJLQJLWV
PLQG· DIWHU DSSURYLQJ WKHPDQGDWH LQ  XQGHUVFRUHG WKH DPRXQW RI H[SRUWV WR
&DQDGDDQGLQTXLUHGDERXWWKHLQWUD%HOJLDQFRRUGLQDWLRQHIIRUWV7KH19$/X\N[
IXUWKHUDGGHGWKDWQRWVLJQLQJWKHGHDOZRXOGKXUW%HOJLXP·VLPDJHDEURDGDQGWKDW
WKH HFRQRPLF GDPDJH ZRXOG IDOO GLVSURSRUWLRQDWHO\ RQ WKH PRUH H[SRUWRULHQWHG
)ODQGHUV +H EHOLHYHG &(7$·V EORFNDJH LOOXVWUDWHG WKH G\VIXQFWLRQDO VWDWH RI WKH
%HOJLDQV\VWHP7KHRSSRQHQWV·DUJXPHQWVHFKRHGWKRVHRISUHYLRXVGHEDWHV(FROR





WKH SRWHQWLDO GDPDJH IRU 60(V IURP PDUNHW RSHQLQJ LQ (8-DSDQ ¶ZKLOH &(7$ DQG 77,3 DUH DOVR EHLQJ













DVVHVVPHQWV &5,9  3/(1   TXHVWLRQV DERXWPL[LW\ DQG LQWUD%HOJLDQ SURFHGXUHVSUREOHPV DQG


DQG RIIHU D JRRG RYHUYLHZ RI SDUWLHV· SRVLWLRQV2Q WKH WK &5,9  3/(1 
+HOOLQJV(FRORDJDLQDUJXHGWKDW&(7$ZDVD¶WURMDQKRUVH·IRU86PXOWLQDWLRQDOV
DQG WRJHWKHU ZLWK 9DQ +HHV 3YG$ DQG *URYRQLXV 36 FODLPHG WKDW WKH
LQWHUSUHWDWLYH GHFODUDWLRQ DGGHG OLWWOH 9DQ GHU 0DHOHQ VSD DGGHG WKDW WKHVH
GHEDWHV ZHUH SUHSDULQJ WKH JURXQG IRU WKH IXWXUH SROLWLFL]HG DQG LGHRORJLFDOO\




KDGEHHQ ¶MXVWLILHG· IRUVRPDQ\&62VWRFULWLFL]H WKH)7$VEXW WKDW WKHLU ¶LPSRUWDQW
ZRUN· KDGDOUHDG\EHHQ VXFFHVVIXO ,6'6KDGEHHQ FKDQJHG WR ,&6DQG&DQDGDKDV







URXOHDX FRPSUHVVHXU GX QpROLEpUDOLVPH VXU QRWUH WLVVX VRFLRpFRQRPLTXH HW QRWUHPRGqOH GH
YLHGRQWQRXVVDYRQVTX
LOVVHURQWOHVSULQFLSDOHVYLFWLPHVGHFHWUDLWp·




ZHUH WRJHWKHU ZLWK (FROR DOVR GLVDSSRLQWHG E\ WKLV UHVXOW ZKLFK LQ +HOOLQJV·
ZRUGVSRXUHGD¶FROGVKRZHU·RYHUWKHPRELOL]DWLRQVE\FLYLOVRFLHW\DQGWKHSXEOLF
7KH ILQDO GHDO GLG QRW GHOLYHU RQ :DOORQLD·V SDUOLDPHQW·V UHVROXWLRQ EHFDXVH WKH
UHVROXWLRQKDGUHMHFWHGUDWLILFDWLRQDV ORQJDV,&6ZDVLQFOXGHGDQGEHFDXVH&(7$
ZDVVWLOO ODFNLQJHQIRUFHDEOH ODERUDQGHQYLURQPHQWDOFODXVHV7KHLUFROOHDJXHV
IURP )ODQGHUV ZHUH PXFK PRUH SRVLWLYH 9DQ GHU 0DHOHQ 6SD DQG 'H 9ULHQGW
*URHQ SUDLVHG 0DJQHWWH IRU RSHQLQJ WKH GHEDWH RQ JOREDOL]DWLRQ DQG WKH )7$V
ZKLFK EHIRUH KDG SDVVHG WKURXJK SDUOLDPHQW ZLWKRXW DQ\ IXVV DQG SUDLVHG WKH
EURDG PRELOL]DWLRQ WKDW KDG RFFXUUHG 2Q WKH RSSRVLQJ VLGH WKH 05 0LOOHU
H[SUHVVHG UHOLHI DW WKH UDWLILFDWLRQ RI &(7$ZKLFK KH EHOLHYHGZRXOG EULQJPXFK
HFRQRPLF EHQHILWV WR %HOJLXP DQG WKH (8 DQG EHFDXVH WKLV DYRLGHG %HOJLXP
EHFRPLQJ D ¶EODFN VKHHS· DW WKH LQWHUQDWLRQDO OHYHO 'H:DHO 2SHQ 9/' DJUHHG
IXUWKHUDWWDFNLQJWKH¶SURWHFWLRQLVW·DWWLWXGHRISDUWLHVOLNHWKH3YG$FRPSDULQJWKHP
ZLWK7UXPSDQGWKHK\SRFULV\RI WKRVHFODLPLQJ WKHUHZDVDGHPRFUDWLFGHILFLW LQ
WKHSURFHGXUHV&5,93/(1

,6'6,&6 E\ WKH 36 &5,9  &20   DQG TXHVWLRQV DERXW SURYLVLRQDO DSSOLFDWLRQ  ZLWK FULWLFDO
UHPDUNV DERXW KRZ WKLV ZRXOG DOORZ 86 ILUPV WR VXH WKURXJK &DQDGD IRU DW OHDVW WKUHH \HDUV HYHQ LI WKH


















WKH GHEDWHV UHPDLQHG OLPLWHG WR D KDQGIXO 7KHUH ZHUH QR DXGLWLRQV RU DSSURYHG
UHVROXWLRQVQRUIXOOSOHQDU\VHVVLRQVGHYRWHGWRWKHLVVXH0RVWDFWLYLW\ZDVLQLWLDWHG
E\(FRORDQGWKH3603VIURPWKHPDMRULW\VHOGRPLQWHUYHQHGRUUHVSRQGHGXQWLO











WKHUH ZDV RQH ZULWWHQ TXHVWLRQ DQG RQH EULHI 4	$ LQ WKH H[WHUQDO DIIDLUV




WKDW &(7$ ¶RI ZKLFK ZH·YH KHDUG DERXW LQ WKH SUHVV· ZLOO ¶DJDLQ RIIHU VRPH H[SRUW
RSSRUWXQLWLHVWR(XURSHDQDJULFXOWXUHDVZHOODVDOLWWOHPRUHFRPSHWLWLRQ·KHFRPSODLQHG
WKDW WKHVH )7$VZHUHPDNLQJ WUDGH WRR FRPSOLFDWHG DQG DUJXHG WKDW WKH )OHPLVK
JRYHUQPHQWVKRXOGSULRULWL]HDEURDGPXOWLODWHUDOWUDGHDJUHHPHQWLQWKH:72&
²%8,'HKHHU-DQ9HUIDLOOLHFRPPHQWHG ¶,·PVXUSULVHGWKHUHDUHVRPDQ\IUHH
WUDGHDJUHHPHQWV· ·(HQNDWYLQGWHURQJHWZLMIHOGKDDU MRQJHQQLHW LQ WHUXJ· ,Q WKHUH
ZHUH QR ZULWWHQ TXHVWLRQV DQG WKH WUHDW\ ZDV GHEDWHG RQO\ RQFH LQ WKH H[WHUQDO
DIIDLUV &RPPLVVLRQ &  DOWKRXJK WKLV ZDV GXULQJ DQ LQWHUSHOODWLRQ DERXW
77,37UDQVSDUHPDUNHGWKDWWKHLQFOXVLRQRI,6'6LQ&(7$LQGLFDWHGWKDWWKH(8
ZDVSUHSDUHGWRWDNHXSVXFKDPHFKDQLVPLQ77,3DVZHODQGLQTXLUHGZKHWKHUWKH
)OHPLVK JRYHUQPHQW KDG WDNHQ D SRVLWLRQ RQ ,6'6 9DQ %HVLHQ *URHQ VKDUHG











77,3 DQG )7$V LQ JHQHUDO .HQQHV &'	9 UHPDUNHG WKDW KLV SDUW\ ZDQWHG WR
VDIHJXDUG (XURSHDQ QRUPV VRFLDO ULJKWV FRQVXPHU SURWHFWLRQ FXOWXUHV DQG
ODQJXDJHV +H DOVR QRWHG WKDW FLYLO VRFLHW\ KDG EHHQ VWLUULQJ WKH SRW 19$
+HQGULFN[ FRXQWHUHG WKDW PRVW RI WKH DUJXPHQWV DJDLQVW 77,3 ZHUH
VFDUHPRQJHULQJDOWKRXJKKHDJUHHGZLWKWKHFRQFHUQIRUDFXOWXUDOH[FHSWLRQ
,Q  WKHUHZHUH QRZULWWHQ TXHVWLRQV EXW VHYHUDO GHEDWHV WRRN SODFH ,Q0DUFK
 &(7$ ZDV GLVFXVVHG LQ WKH SOHQDU\ 9DQORXZH 19$ HPSKDVL]HG WKDW
)ODQGHUV LV DQ RSHQ HFRQRP\ DQG DUJXHG WKDW &(7$ ZRXOG EH LPSRUWDQW IRU
)OHPLVK ILUPV WKDWZDQWHG WR HQWHU WKH&DQDGLDQPDUNHW DQG SDUWLFLSDWH LQ SXEOLF
SURFXUHPHQWLWZDVHVSHFLDOO\LPSRUWDQWWKDW)OHPLVKGUHGJLQJILUPVZRXOGQRZEH
DEOHWREHDFWLYHRQWKH&DQDGLDQPDUNHW¶MXVWOLNHWKH\FDQRQWKH86PDUNHW·+HDOVR
GHIHQGHG ,6'6 FDOOLQJ WKH V\VWHP·V FULWLFV VFDUHPRQJHUV KH DUJXHG LWZDV D ¶JRRG
V\VWHP DOWKRXJK ,&6 LV SHUKDSV HYHQ EHWWHU«· 6SD DQG *URHQ UHVSRQGHG DORQJ WKH
VDPH OLQHVDV LQSUHYLRXVGLVFXVVLRQ ,Q0D\  WKHUHZDVDSOHQDU\GHEDWH
DERXW :DOORQLD·V SDUOLDPHQWDU\ UHVROXWLRQ RQ &(7$ 9DQORXZH 19$ .HQQHV
&'	9DQG'DHPV2SHQ9/'DOODWWDFNHG:DOORQLD·VUHVROXWLRQDOOHJLQJWKDWWKLV
PRYH FDPH ¶RXW RI WKH EOXH· DIWHU VHYHQ \HDUV RI QHJRWLDWLRQV 7KH\ IHDUHG WKDW
EORFNLQJWKHGHDOZRXOGGDPDJHWKH)OHPLVKHFRQRP\%HOJLXP·VLPDJHDEURDGDQG
WKH (8·V LQWHUQDWLRQDO VWDQGLQJ 'DHPV DQG 9DQORXZH DUJXHG WKDW :DOORQLD·V
UHWLFHQFHZDVSDUWRIDZLGHU¶DOPRVWHPRWLRQDO·GHEDWHRQ77,3¶ZLWKSURWHVWVDQGWKH
ODXQFK RIP\WKV DQG OLHV· 9DQORXZH D VRUW RI ¶OHIWSRSXOLVW RSSRUWXQLVP· 'DHPV$
GHEDWH EHWZHHQ WKHVH SDUWLHV DQG *URHQ WKHQ HQVXHG DERXW WKH OHJLWLPDF\ RI
:DOORQLD·V YHWRSRZHU 7KH GD\ DIWHU LQ WKH H[WHUQDO DIIDLUV· FRPPLVVLRQ &
'DHPV VWDWHG WKDW WKH GHEDWH RQ WKH )7$VZDV QRZ DERXWZKHWKHU SHRSOH
ZHUH IRUDJDLQVW 77,3&(7$ IRUDJDLQVW SURWHFWLRQV LQ WKLV GHEDWH IDFWV ZHUH
ZRUWKOHVVWKDQVHQWLPHQW7UDQVSDDVNHGTXHVWLRQVDERXWWKHPL[LW\RIWKHGHDO
DQG ZKHWKHU LW ZDV GHPRFUDWLF WKDW WKH GHDO ZRXOG HQWHU LQ IRUFH SURYLVLRQDOO\
ZLWKRXW SDUOLDPHQWDU\ DSSURYDO 7KLVZRXOG RIIHU LQYHVWRUV D WKUHH \HDU SHULRG LQ
ZKLFK WKH\ FRXOG XVH LQYHVWPHQW DUELWUDJH HYHQ LI WKH GHDO JRW YRWHG DZD\ VKH
EHOLHYHG WKLVZDV HVSHFLDOO\ WKUHDWHQLQJ EHFDXVH$PHULFDQ ILUPVZRXOG EH DEOH WR
XVH WKHLU &DQDGLDQ GDXJKWHUILUPV WR XVH &(7$·V DUELWUDJH PHFKDQLVPV ¶WKHUHE\
DOUHDG\ SXWWLQJ SDUWV RI 77,3 LQ SODFH· 'XULQJ D ODWHU GHEDWH LQ WKDW VDPH VHVVLRQ






WKH ,6'6V\VWHP¶ZKLFK LV LQ LWVHOIQRWDEDG V\VWHPEHFDXVH LW LV LQFOXGHG LQDJUHHPHQWV DQG LWZDV LQ WKHSDVW
GHIHQGHGE\OHIWZLQJJRYHUQPHQWV·,KDYHIRXQGQRVXSSRUWIRUWKLVFODLP
 9DQEHVLHQ *URHQ FULWLFL]HG WKH 19$ IRU GHQ\LQJ :DOORQLD LWV LQVWLWXWLRQDO DXWRQRP\ WR UHMHFW &(7$
9DQORXZH19$UHVSRQGHGWKDWKHUHVSHFWHG:DOORQLD·VDXWRQRP\EXWQRWZLWKDYHWRWKDWQRWRQO\EORFNHG








$ )OHPLVK SDUOLDPHQWDU\ UHVROXWLRQ ZDV VXEPLWWHG DQG DFFHSWHG RQ WKH WK RI
2FWREHU E\ 19$ &'	9 DQG 2SHQ 9/' ZKLFK FDOOHG RQ WKH )OHPLVK
JRYHUQPHQW WR ¶IXUWKHU IROORZ XS RQ WKH UDWLILFDWLRQ RI DQG WR SURPRWH WKH )OHPLVK
JRYHUQPHQW·VVXSSRUWLYHSRVLWLRQRQ&(7$·WDNLQJLQWRFRQVLGHUDWLRQ¶WKHJRRGUHODWLRQV
WKDW&DQDGDDQG)ODQGHUVKDYHFXOWLYDWHGIRURYHUWZHQW\\HDUVWKHLPSRUWDQFHRIWUDGHZLWK






IRU IUR]HQ YHJHWDEOHV SURFHVVHG SRWDWRHV SRUN DQG IUXLW >DQG@ WKH LQFOXVLRQ RI ,&6ZKLFK
ZRXOG VHUYH DV D SUHFHGHQW DQG H[DPSOH IRU IXWXUH )7$V DQG PLJKW SDYH WKH ZD\ IRU D
PXOWLODWHUDOLQYHVWPHQWFRXUW>DVZHOODV@IRUWKHILUVWWLPHWKHLQFOXVLRQRIDODUJHFKDSWHURQ
VXVWDLQDEOH GHYHORSPHQW WKDW SURWHFWV RXU VWDQGDUGV DQG FUHDWHV D &LYLO 6RFLHW\ )RUXP WR
PRQLWRUWKLVFKDSWHU>«@WKHUHIRUHWKDW&(7$LVLQDFFRUGDQFHZLWKDOOH[SHFWDWLRQVUHODWHG
WR RIIHQVLYH DQG GHIHQVLYH LQWHUHVWV >«@ ZKLOH QRQUDWLILFDWLRQ ZLOO LQHYLWDEO\ OHDG WR
GLSORPDWLFORVVRIIDFHZKLOHWKUHDWHQLQJ)OHPLVKHFRQRPLFZHOIDUH·
2QWKHWKWKHUHZDVDILQDOGHEDWHLQWKHSOHQDU\9DQEHVLHQ*URHQWKDQNHG3DXO
0DJQHWWH RQ EHKDOI RI DOO )OHPLVK FLWL]HQV DQG 60(V DQG DWWDFNHG WKH PLQLVWHU
SUHVLGHQWIRUSXWWLQJDVLGHWKHSDUOLDPHQWVLQIDYRURIPXOWLQDWLRQDOV7UDQDUJXHG
WKDW WKHSXEOLFVXSSRUW IRU&(7$KDGGHFOLQHGDV WKHGHEDWHVDERXW LWKDGEHFRPH
PRUH WKRURXJK UHIHUULQJ WR D SROO WKDW VKRZHG WKDW RQH LQ WKUHH )OHPLVK ¶FRXOG
XQGHUVWDQG· :DOORQLD·V UHVLVWDQFH 'DHPV 2SHQ 9/' FRXQWHUHG WKDW &DQDGD




WKH\GLGQRWGLVSXWH:DOORQLD·VULJKW WRFRQWHVW WKHGHDO WKH\ZHUH¶MXVWZRQGHULQJ·
ZK\WKH\·UHUHVLVWLQJWKHGHDORQO\QRZVXGGHQO\LIQRWIRULQWHUQDOHOHFWRUDOJDLQV
LQ:DOORQLD9DQ GHQ+HXYHO &'	9 DJUHHG WR WKHVH UHPDUNV DQG H[SUHVVHGKLV
SDUW\·V VWURQJ VXSSRUW IRU WKHGHDO9DQEHVLHQ *URHQ WKHQ FULWLFL]HG WKHPLQLVWHU
SUHVLGHQW IRU ILUVW VXSSRUWLQJ ,6'6 LQDQG WKHQ VZLWFKLQJ VLGHV WR VXSSRUWLQJ
,&6RQFHWKHLQWHUQDWLRQDODUHQDWLOWHGWKLVZD\:KHQWKLVOHGWRDVKDUSUHVSRQVHE\




 $QRWKHU EULHI 4	$ IROORZHG LQ 2FWREHU LQ WKH FRPPLWWHH IRU DJULFXOWXUH ILVKHULHV DQG WKH
FRXQWU\VLGH &  ZKHQ &DURQ *URHQ DVNHG PLQLVWHU 6FKDXYOLHJH ZK\ &(7$ GLG QRW
SURWHFW )ODQGHU·V UHJLRQDO SURGXFWV PDWWHQWDDUWHQ NDVWHHOELHU HWF HYHQ WKRXJK RWKHU FRXQWULHV·
SURGXFWVGLGJHWVXFKSURWHFWLRQLQ&(7$1RRQHHOVHSDUWLFLSDWHGLQWKHGHEDWHDQG&DURQZDV¶SXW
DWHDVH·E\WKHPLQLVWHU·VUHVSRQVHWKDWWKHOLVWRI*,·VFRXOGVWLOOEHH[SDQGHGLIQHFHVVDU\












DQ HPEDUUDVVPHQW IRU %HOJLXP DQG )ODQGHUV 2Q WKH RSSRVLQJ VLGHZH FDQ VHH D
UHF\FOLQJRIWKHDUJXPHQWVXVHGE\FLYLOVRFLHW\DQGE\:DOORRQ03V0XFKOLNHDW




DFFRUG SRSSHG XS LQ WKH UHVSRQVH RI WKHQ PLQLVWHUSUHVLGHQW IRU WKH 36 5XGL
'HPRWWHZKRGLVFXVVHGLWLQKLVUHVSRQVHWRDTXHVWLRQE\)RXUQ\FG+DERXWWKH
VWUHQJWKHQLQJRI WKH WLHVZLWK4XHEHFDQG WKHPXWXDO UHFRJQLWLRQRITXDOLILFDWLRQV
LQWKHFRQWH[WRIVHUYLFHUHODWHGPLJUDWLRQEHWZHHQ%HOJLXPDQG4XpEHF'HPRWWH·V
UHVSRQVH LV GLVFXVVHG LQ WKH VHFWLRQ RQ GHFLVLRQPDNHUV· SUHIHUHQFHV 7KH VDPH
GHEDWH UHFXUUHG ODWHU WKDW\HDU &5,&1 ZKHQGH&RVWHU
%DXFKDX05VDLGWKDWLQWKHOLJKWRIWKHORQJVWDQGLQJUHODWLRQVKLSZLWK&DQDGDD
JOREDO HFRQRPLF DJUHHPHQW ZRXOG EH D ORJLFDO VWHS 7KH PXWXDO UHFRJQLWLRQ RI
TXDOLILFDWLRQV LQSDUWLFXODUZRXOGEHDELJRSSRUWXQLW\ IRU:DOORQLD DQG%UXVVHOV
RIIHULQJ :DOORRQV PRELOLW\ WR D JURZLQJ HFRQRP\ LQ GHPDQG RI ZRUNHUV +H
LQTXLUHG DERXW:DOORQLD·V DQG %HOJLXP·V LQLWLDWLYHV WR GR WKLV ELODWHUDOO\ DQG WKH
VWHSVDOUHDG\WDNHQLQWKHFRQWH[WRI&(7$WKHDFURQ\PZDVQRWXVHG
$VIDUDV,FDQWHOOWKLVZDVIROORZHGE\WZR\HDUVRIUDGLRVLOHQFH
,Q WKH IDOO RI  D VHULHV RI KHDULQJVZDV RUJDQL]HG RQ77,3  ,Q1RYHPEHU WKH
SDUOLDPHQW KHDUG RXW 'HPDUW\ '* 7UDGH DQG PLQLVWHUSUHVLGHQW 0DJQHWWH LQ
'HFHPEHU WKH\ PH\ ZLWK 'HIUDLJQH 6FLHQFHV 3R /HEHDX &1( DQG 3RQFHOHW
)*7%+RZHYHU LQWKHVLGHOLQHRIWKLVSURFHVV&(7$DOVRSRSSHGXS2FWREHU
+D]pH(FRORDUJXHGWKDW&(7$DFWXDOO\SRVHGPDQ\RIWKHVDPHSUREOHPVDV77,3
LQSDUWLFXODU ,6'6EXWDOVRDQXPEHURIRWKHUGLPHQVLRQVDW WKH OHYHORIVRFLDODQG
HQYLURQPHQWDO GXPSLQJ &(7$ ZDV EHLQJ XVHG WR LQWURGXFH LQYHVWRUVWDWH
DUELWUDWLRQ WR(8 WUDGHGHDOVDV DNLQGRI 7URMDQKRUVHSUHFHGHQW IRU IXWXUHGHDOV
)ROORZLQJDQDOHUWODXQFKHGE\WKH&1&'DERXWWKHFRQFOXVLRQRIWKHWUHDW\(FROR
KDG DOUHDG\ ZULWWHQ D FRQFHUQHG OHWWHU WR WKH PLQLVWHUSUHVLGHQW 1RZ WKH\ DJDLQ
ZDQWHG WR NQRZ ZKDW :DOORQLD·V SRVLWLRQ KDG EHHQ LQ WKH UHFHQW LQWUD%HOJLDQ
PHHWLQJV ZKLFK SUHSDUHG WKH %HOJLDQ SRVLWLRQ RQ WKH FRQFOXVLRQ RI WKH DFFRUG
&5,&1  &(7$ZDV GLVFXVVHG D VHFRQG WLPH LQ'HFHPEHU 
&5,& 1   GXULQJ RQH RI WKH KHDULQJV WKDW WKH SDUOLDPHQW KDG
EHJXQ RUJDQL]LQJ RQ 77,3 ,W ZDV EURXJKW XS E\ WKH VSHDNHU IURP WKH :DOORRQ
&KULVWLDQSXEOLFVHUYLFHV·XQLRQZKLFKSXW77,3 LQ OLQHRIDZLGHUJURXSRIQHZ







DQG=ULKHQ 36PRVWO\ GLVFXVVHG 77,3 EXW DOO WKUHH DOVR UHIHUUHG WR WKH JURZLQJ





(8 ,Q$SULO&(7$ZDVDOVRPHQWLRQHG LQ WKHPDUJLQVRIDKHDULQJRQ7L6$
ZLWK'HPDUW\'*7UDGHDQG/LHEHQVRFLDOLVWSXEOLFVHUYLFHV·XQLRQ,Q-XQHWKHUH
ZDVDKHDULQJGHGLFDWHGWR&(7$DQG7L6$DOWKRXJKPRVWRIWKHGHEDWHIRFXVHGRQ
WKLV ODWWHU QHJRWLDWLRQ WKH H[SHUW JXHVWVZHUH%ORHP IRUHLJQ DIIDLUV %HOJLXP DQG




DQG.XQVFK IURP WKH &KULVWLDQ /DERU0RYHPHQW ,Q1RYHPEHU D VSHFLDO KHDULQJ
ZLWKSURI0DWUD\/LHJH8QLYHUVLW\]RRPHGLQRQLQYHVWRUVWDWHGLVSXWHVHWWOHPHQW
'HFHPEHU·VJDWKHULQJZLWK&ODUNH(368DJDLQZHQWEDFNWR7L6$DQG&(7$7KLV
SURFHVV ZDV FRQWLQXHG LQ  ,Q -DQXDU\ WKH (8 DIIDLUV FRPPLWWHH PHW ZLWK
&RPPLVVLRQHU0DOPVW|P&5,&1IROORZHGE\DQDXGLWLRQZLWK
SURI'H9LOOHLQ$SULO&5,&1,Q0DUFKWKHSDUOLDPHQWYRWHG
LQ LWVSLYRWDO UHVROXWLRQ\HW WKLVGLGQRWPHDQWKHKHDULQJVQRZHQGHG ,Q2FWREHU
WKH FRPPLWWHH VWLOO PHW ZLWK /DPHWWL SDUOLDPHQWDU\ VHFUHWDU\ RI WKH &DQDGLDQ
PLQLVWHURI LQWHUQDWLRQDO WUDGH&KU\VWLD)UHHODQG.RKOHU 81HFRQRPLVW/HSLHFH




VLPSO\ IDU WRRPXFK RI LW WKH SDUOLDPHQW UHDOO\ GLG WDNH WKLV WDVN VHULRXVO\ VR LW
VHHPV EXW DOVR EHFDXVHPRVW RI WKH GHEDWHV DQG DUJXPHQWV DFWXDOO\ FKDQJH YHU\
OLWWOH RYHU WLPH 6R ,ZLOO OLPLWP\VHOI WR D EULHI VXPPDU\ RI D VHOHFWHG KDQGIXO RI
GLVFXVVLRQVWRGHPRQVWUDWHWKLVFRQWLQXLW\
'XULQJDSOHQDU\ LQ0D\ &5,&1  0HUFUHGLPDL WKHUH
ZDV D GHEDWH DERXW WKH SDUOLDPHQW·V UHVROXWLRQ RQ 77,3 LQ ZKLFK &(7$ ZDV
GLVFXVVHGDVZHOO=ULKHQ36DUJXHGWKDWDELJDQGXQLTXHJURXSRIWUDGHXQLRQV
1*2V HQYLURQPHQWDORUJDQL]DWLRQVKHDOWK IXQGVDQGRWKHUVKDG ULVHQDJDLQVW WKH
WUHDWLHV6KHVWDWHGWKDW¶WKH&1&'>KDG@WROGWKHP· WKDWWKHVHWUHDWLHVZHUHDPHQDFH
IRUZRUNHUV· ULJKWVKHDOWK WKHHQYLURQPHQWDQGSHUKDSVPRVWZRUU\LQJO\ IRU WKH
GHPRFUDWLFSURFHVV7KHVHRUJDQL]DWLRQVZHUHGHPDQGLQJD FOHDU SROLWLFDO VLJQDO D
GLVPLVVDORI&(7$EHFDXVHWKLVGHDOZRXOGIXQFWLRQDVD¶7URMDQ+RUVH·RQFHLQSODFH






3DUOHPHQW ZDOORQ VHUDLW UHIXVp SDU OH JURXSH 36· ² XQOHVV D VHW RI GHPDQGVZDVPHW
5\FNPDQV (FROR RIIHUHG D VLPLODU GLVFXVVLRQ RI 77,3 DQG &(7$ DQG WKHQ
SURSRVHG DQRWKHU GHPDQG WR EH DGGHG WR WKH SDUOLDPHQWDU\ UHVROXWLRQ WKDW WKH


JRYHUQPHQW QHHGHG WR UHMHFW&(7$ DQG VKRXOG QRW DOORZ%HOJLXP WR VLJQ ¶77,3·V
7URMDQ+RUVH· XQOHVV LW ZDV VWURQJO\ UHYLVHG$QWRLQH FG+ MRLQHG WKHVH SUHYLRXV
VSHDNHUVLQWKDQNLQJWKHFRPPXQLWLHVWKH8&0WKHKHDOWKIXQGVWKHWUDGHXQLRQV





5\FNPDQ·VDPHQGHGUHVROXWLRQZDVQRW DGRSWHG WKH36DQGFG+DEVWDLQHG ¶LQ WKH
LQWHUHVW RI FRKHUHQFH· EHFDXVH WKH\ZDQWHG WR GRPRUHZRUN DQGKDYH D JRRG FOHDU
SLFWXUH RI WKH DFFRUG ILUVW HYHQ WKRXJK WKH\ FODLPHG WR KDYH VXSSRUWHG LWV ¶VSLULW·
&5,&1
'XULQJ WKH FRPPLWWHH KHDULQJ ZLWK .XQVFK LQ WKH IDOO RI   6DPSDROL 36
FODLPHGWKDWWKHLUSDUW\VXSSRUWHGEDODQFHGWUDGHGHDOVDQGWUDGHDVVXFKEXWWKDW
WUDGH SUHIHUHQFHV VKRXOG QHYHU WDNH SUHFHGHQFH RYHU VRFLDO DQG HQYLURQPHQWDO
ULJKWV  6KH DJDLQ FDOOHG &(7$ D ¶7URMDQ +RUVH·  EXW QRZ DOVR XQGHUVFRUHG WKH
DJULFXOWXUDO GLPHQVLRQ DV ¶FUXFLDO· FUWLTXHV WKDW ZHUH HFKRHG E\ 6LPRQHW FG+ ²
ZKRDOVROLQNHGWKH)7$VWRWD[DYRLGDQFH6LPLODUO\5\FNPDQV(FRORPDGHFOHDU
WKDW WKH\VXSSRUWHGPXOWLODWHUDO WUDGHDJUHHPHQWVEXWZHUHKLJKO\FULWLFDORI ,6'6
QHJDWLYHOLVWLQJHVSHFLDOO\LQUHODWLRQWRSXEOLFVHUYLFHVDQGUHJXODWRU\FRRSHUDWLRQ





WKH GHPRFUDWLF FULWLFLVP VD\LQJ WKDW WKH PDQGDWH KDG EHHQ JLYHQ E\ GHPRFUDWLF
UHSUHVHQWDWLYHV DQG FDOOHG WKH UHVSRQVH WR ,6'6 ¶H[DJJHUDWHG· LWZRXOGQRW UHSODFH
RXU OHJDO V\VWHP DQG WKHUH ZHUH DOUHDG\ VR PDQ\ RI WKHVH PHFKDQLVPV LQ SODFH
ZRUOGZLGH
7KLVGHEDWHZDVUHSHDWHGDORQJWKHVDPHJHQHUDOOLQHVWKURXJKRXWDQG)RU




DWODQWLFQRUDQWLFRPPHUFLDO· WKH\ WKHUHIRUH VXSSRUWHG WKH UHVROXWLRQZKLFKDVNHG
:DOORQLD·V H[HFXWLYH WR QRW JUDQW WR WKH IHGHUDO OHYHO WKH FRPSHWHQFH WR VLJQ WKH
WUHDW\ 6LPLODUO\ 6LPRQHW FG+ DUJXHG WKDW DOWKRXJK WUDGH GHDOV ZHUH JRRG IRU
SHDFH GHYHORSPHQW DQG JURZWK WKHUH ¶QHHG>HG@ WR EH FOHDU OLPLWV· KHU FULWLTXH WRR
IRFXVHG RQ ,6'6 DQG &(7$·V SRWHQWLDO UROH DV D OLWLJDWLRQ KLJKZD\ IRU 86
PXOWLQDWLRQDOV 6KH DOVR VSHQW VRPH WLPH GLVFXVVLQJ WKH GDQJHUV IRU 60(V DQG
DJULFXOWXUH UHIHUULQJ WR WKH UHVLVWDQFH RI WKH 8&0 5\FNPDQV DQG +D]pH (FROR
EXLOW RQ VLPLODU DUJXPHQWV WR VXSSRUW WKH UHVROXWLRQ ,6'6,&6 QHJDWLYH OLVWLQJ
UHJXODWRU\ FRRSHUDWLRQ DQG WKH YHU\ EURDGPRELOL]DWLRQ LQ:DOORQLD DQG WKH (8
'UDQJ)LUNHW 05 DFNQRZOHGJHG WKDW WKHUH ZHUHPDQ\ DFWRUV DJDLQVW &(7$ EXW
DUJXHGWKDWWKHUHZHUHDOVRPDQ\LQIDYRURIWKHGHDO+HFDOOHGRQWKHSDUOLDPHQWWR
VORZGRZQLWVSURFHVVDQGWRILUVWKHDU$:(;LQWKHKHDULQJVDQGWRFRQVXOWEHWWHU







IRU WZR \HDUV QRZ DQG WKDW WURXEOHV UHPDLQHG LUUHJDUGOHVV RI WKH LQWHUSUHWDWLYH
GHFODUDWLRQVWKDWZHUHEHLQJEHLQJUHOHDVHG¶GURSE\GURS·6KHOLVWHGWKHIROORZLQJ
GHIHFWV UHJXODWRU\FRRSHUDWLRQ WKH LQFOXVLRQRI ,&6 WKH IDYRULQJRIPXOWLQDWLRQDOV
RYHU60(VWKHGDQJHUVIRUIRRGVDIHW\WKHSUHFDXWLRQDU\SULQFLSHODQGDJULFXOWXUH
6KHH[SUHVVHGVWURQJGRXEWVDERXWWKHFRQWHQWVRIWKHLQWHUSUHWDWLYHGHFODUDWLRQDQG
ZKHWKHU LW ZRXOG EH OHJDOO\ ELQGLQJ 6LPRQHW FG+ IXUWKHUPRUH GHQLHG WKDW
:DOORQLDZDVLVRODWHGDQGFODLPHGWKDW&DQDGDZDVLQIDFWWU\LQJWRJHW:DOORQLDRQ
ERDUG E\ DOWHULQJ WKH LQWHUSUHWDWLYH GHFODUDWLRQ %HFDXVH &(7$ ZDV D PL[HG



















ZLWK H[SHUWV DQG FLYLO VRFLHW\ D VWULQJ RI FRPPLWWHH DQG SOHQDU\ GHEDWHV DQG
XOWLPDWHO\WZRDWOHDVWVHHPLQJO\LQIOXHQWLDOUHVROXWLRQV7KHGHEDWHVZHUHKHDYLO\
GRPLQDWHG E\ WKH RSSRQHQWV RI WKH GHDO FG+(FROR WKH 36ZLWK WKH05 DV WKH

 7KHUH ZHUH DOVR WZR GHEDWHV LQ WKH DJULFXOWXUDO FRPPLWWHH ,Q -XQH 'HVTXHVQHV FG+ H[SUHVVHG KLV
ZRUU\RYHUWKHODFNRIJHRJUDSKLFDOLQGLFDWLRQVLQ&(7$¶RQO\RIWKHWRWDOSURWHFWHGLQWKH(8·DQGWKHWRWDO
ODFN RI:DOORRQ LQGLFDWLRQV+RZHYHU DW WKLV WLPH WKH UHVSRQVH RIPLQLVWHU&ROOLQ DJULFXOWXUH FG+ WKDW WKH
SURWHFWLRQVZLWKLQ WKH (8 VWD\HG WKH VDPH DQG WKDWPRUH SURGXFWV FRXOG EH DGGHG LQ&(7$ VRRWKHG KLP





ILUPV LQ &(7$&DQDGD DQG ZKDW HIIRUWV WR GHYHORS HFRQRPLF UHODWLRQV ZLWK &DQDGD KDG EHHQ XQGHUWDNHQ
0DUFRXUWUHIXVHGWRDQVZHUTXHVWLRQVDERXW&(7$UHIHUULQJKLPWR0DJQHWWH+HRQO\JDYHDQRYHUYLHZRIWKH








7KH 36ZDV TXLWH FULWLFDO YHU\ HDUO\ RQ LQ WKH SURFHVV EXW SRVWSRQHG DORQJZLWK
FG+DUHVROXWLRQFDOOLQJIRUWKHJRYHUQPHQW·VRSHQRSSRVLWLRQWRWKHWUHDW\%\
WKLV UHWLFHQFH KDG GLVVROYHG DQG WKH\ VXSSRUWHG WKH KLJKO\ FULWLFDO UHVROXWLRQ RI
$SULO
,W·V FOHDU WKDW WKHUH ZDV D ORW RI RYHUODS EHWZHHQ WKH SDUOLDPHQWDU\ FULWLFLVPV RI
&(7$ DQG WKH FODLPVPDGH E\ WKH GHDO·V VRFLHWDO RSSRQHQWV  WKH 8&0 DQG WKH
IDUPHUVEXWHVSHFLDOO\WKHWUDGHXQLRQVWKHKHDOWKIXQGVDQGWKH&1&'7KHVHZHUH
DOVRZHOOUHSUHVHQWHGLQWKHFRPPLWWHH·VKHDULQJVDQGWKHLUUROHZDVSUDLVHGDOPRVW
DV D PDQWUD DJDLQ DQG DJDLQ WKH SURJUHVVLYH03V UHIHUUHG WR TXRWHG IURP DQG
UHMRLFHGDERXWWKH&62V·FDPSDLJQ$WOHDVWUKHWRULFDOO\LWDSSHDUHGDVLIWKHVH03V
ZHUHGULYHQE\ WKHQHDUXQLYRFDOSUHVVXUHRI WKHLUFLWL]HQU\ ,QWHUPVRIVXEVWDQFH
WKH03V·DUJXPHQWVIRFXVHGRQWKHGDQJHUVRI,6'6IRUGHPRFUDF\DQGWKHULJKWWR
UHJXODWHQRWDEO\WKURXJKLWVUROHDVD ¶7URMDQ+RUVH· IRU86PXOWLQDWLRQDOVRQWKH
WKUHDW SRVHG WR SXEOLF VHUYLFHV E\ QHJDWLYH OLVWLQJ RQ WKH HIIHFWV IRU (XURSHDQ
DJULFXOWXUH DQG RQ WKH ODFN RI WUXO\ HQIRUFHDEOH VXVWDLQDEOH GHYHORSPHQW ODERU





















































































































 0HL &RDOLWLH  7UDQV$WODQWLVFKH KDQGHOVDNNRRUGHQ +HW %HOJLVFKH
PLGGHQYHOG VODDW GH KDQGHQ LQ PHNDDU WHJHQ GH]H RQGHPRFUDWLVFKH
GHUHJXOHULQJVDNNRRUGHQ 5HWULHYHG IURP KWWSVZZZSDUWLFLSHUVWRS
WWLSEHJURXSVILOHVGRZQORDG
 0HL &RDOLWLH  2SHQ EULHI DDQ GH %HOJLVFKH UHJHULQJHQ HQ SDUOHPHQWHQ
5HWULHYHG IURP KWWSVZZZDFYRQOLQHEH,PDJHV2SHQEULHI%HOJLVFKH
UHJHULQJHQHQSDUOHPHQWHQ&(7$77,32NWREHUWFPSGI
$EGHODO 5 	 0HXQLHU 6  0DQDJHG JOREDOL]DWLRQ GRFWULQH SUDFWLFH DQG


































$JHQFH(XURSH F(QYLURQPHQWDO1*2VZDUQRI WDU VDQGRLO WKUHDW LQ&(7$
DQG77,3
$JHQFH (XURSH G (XURSHDQ LQGXVWU\ IHHOV DEDQGRQHG RYHU FKLQHVH VRODU
SDQHOV
$JHQFH(XURSHH)UHHWUDGHDJUHHPHQW,6'6LVDQLVVXH
$JHQFH (XURSH I )UHHWUDGH DJUHHPHQW FRXOG EH WKURZQ RXW E\ (XURSHDQ
3DUOLDPHQW













$JHQFH (XURSH G &KULVWLDQ .HUQ UHLWHUDWHV $XVWULD·V UHVHUYDWLRQV DERXW
&(7$












$JHQFH (XURSH N *HUPDQ\ QRZ DEOH WR DSSURYH (8 VLJQLQJ &(7$ EXW
%HOJLXPVWLOOQRZKHUHQHDUWKLV









$JHQFH (XURSH  (XURSHDQ 3DUOLDPHQW UDWLILHV &(7$ DQG RSHQV GRRU IRU
SURYLVLRQDOLPSOHPHQWDWLRQIURP$SULO







/RZ (GV*OREDO YDOXH FKDLQV LQ D FKDQJLQJZRUOG SS ² *HQHYD:72
3XEOLFDWLRQV
$OJHPHQH2QGHUZLMVERQG:2%'RFXPHQW%ULHIDDQPLQLVWHU3ORXPHQ
$ORQV *  $JDLQVW WKH JUDLQ )UHQFK DQG *HUPDQ 3UHIHUHQFH )RUPDWLRQ RQ













%DLOH\ ' 	 %RVVX\W )  7KH (XURSHDQ XQLRQ DV D FRQYHQLHQWO\FRQIOLFWHG
FRXQWHUKHJHPRQ WKURXJK WUDGH -RXUQDO RI&RQWHPSRUDU\(XURSHDQ5HVHDUFK
²
%DOGZLQ0  (8 WUDGH SROLWLFV³ KHDYHQ RU KHOO" -RXUQDO RI (XURSHDQ 3XEOLF
3ROLF\²KWWSGRLRUJ
%DXHU 0  &DPSDLJQWULJJHUHG PDVV FROODERUDWLRQ LQ WKH (8·V RQOLQH
FRQVXOWDWLRQV WKH ,6'6LQ77,3 FDVH (XURSHDQ 9LHZ  ²
KWWSGRLRUJV
%HDFK ' 	 3HGHUVHQ 5 %  3URFHVV7UDFLQJ 0HWKRGV )RXQGDWLRQV DQG
*XLGHOLQHV$QQ$UERU7KH8QLYHUVLW\RI0LFKLJDQ3UHVV
%HDFK ' 	 3HGHUVHQ 5 %  &DXVDO FDVH VWXG\ PHWKRGV )RXQGDWLRQV DQG
JXLGHOLQHV IRU FRPSDULQJPDWFKLQJ DQG WUDFLQJ0LFKLJDQ8QLYHUVLW\RI0LFKLJDQ
3UHVV






%HQQHWW$ 'LVFLSOLQLQJ RXU FRQMHFWXUHV V\VWHPDWL]LQJSURFHVV WUDFLQJZLWK
%D\HVLDQ DQDO\VLV ,Q $ %HQQHWW 	 - 7 &KHFNHO (GV 3URFHVV 7UDFLQJ )URP
0HWSKRUWR$QDO\WLF7RRO&DPEULGJH&DPEULGJH8QLYHUVLW\3UHVV







%H\HUV -  9RLFH DQG $FFHVV  3ROLWLFDO 3UDFWLFHV RI (XURSHDQ ,QWHUHVW
$VVRFLDWLRQV (XURSHDQ 8QLRQ 3ROLWLFV  ²
KWWSGRLRUJ
%H\HUV - %UDXQ & 	 +DYHUODQG 0  3OXV oD FKDQJH SOXV F·HVW SDUHLO


(XURSHDQ LQWHJUDWLRQ DQG LQWHUHVW JURXS SROLWLFV LQ WKH /RZ &RXQWULHV ,Q +
9ROODDUG - %H\HUV 	 3 'XPRQW (GV (XURSHDQ ,QWHJUDWLRQ DQG &RQVHQVXV
3ROLWLFVLQWKH/RZ&RXQWULHVSS²/RQGRQ5RXWOHGJH




5HODWLRQV 7KH (PHUJHQFH RI /DERXU DV D 5HJLRQDO $FWRU" -RXUQDO RI &RPPRQ
0DUNHW6WXGLHV²KWWSGRLRUJM[
%LHUEUDXHU(1HJRWLDWLRQVRQWKH(8&DQDGD&RPSUHKHQVLYH(FRQRPLFDQG






















%RXZHQ3 &RUSRUDWH OREE\LQJ LQ WKH (XURSHDQ8QLRQ WKH ORJLF RI DFFHVV
-RXUQDO RI (XURSHDQ 3XEOLF 3ROLF\  ²
KWWSGRLRUJ
%RXZHQV %  &RPSHWLWLRQ DQG 9DULHWLHV RI &RRUGLQDWLRQ ,Q . 6OX\WHUPDQ
(G9DULHWLHV RI &DSLWDOLVP DQG %XVLQHVV +LVWRU\  7KH 'XWFK &DVH 1HZ <RUN
5RXWOHGJH





%RZQ & 3  7DNLQJ 6WRFN RI $QWLGXPSLQJ 6DIHJXDUGV DQG&RXQWHUYDLOLQJ
'XWLHV  7KH :RUOG (FRQRP\  ²
KWWSGRLRUJM[
%UDXQ& +HW1HGHUODQGVHSROGHUPRGHO ODQJVGHGHPRFUDWLVFKHPHHWODW ,Q
0 .HXQH (G1RJ VWHHGV HHQ PLUDNHO" 'H OHJLWLPLWHLW YDQ KHW SROGHUPRGHO LQ GH
HHQHQWZLQWLJVWHHHXZ$PVWHUGDP$PVWHUGDP8QLYHUVLW\3UHVV
%UR] / 	 :HUIHO 6  ([FKDQJH 5DWHV DQG ,QGXVWU\ 'HPDQGV IRU 7UDGH
3URWHFWLRQ,QWHUQDWLRQDO2UJDQL]DWLRQ²
%XUJRRQ %  %HWZL[W DQG EHWZHHQ" 7KH (XURSHDQ 8QLRQ·V UHGLVWULEXWLYH




&%6  ,QWHUQDWLRQDOLVHULQJVPRQLWRU   9LHUGH NZDUWDDO 7KH+DJXH &HQWUDDO
%XUHDXYRRUGH6WDWLVWLHN
&%6 D ,QWHUQDWLRQDOLVHULQJVPRQLWRU   'HUGH NZDUWDDO  0XOWLQDWLRQDOV 7KH
+DJXH&HQWUDDO%XUHDXYRRUGH6WDWLVWLHN
&%6 E ,QWHUQDWLRQDOLVHULQJVPRQLWRU (HUVWHNZDUWDDO7KH+DJXH&HQWUDDO
%XUHDXYRRUGH6WDWLVWLHN
&%6  ,QWHUQDWLRQDOLVHULQJVPRQLWRU ²,,$JULEXVLQHVV 7KH +DJXH &HQWUDDO
%XUHDXYRRUGH6WDWLVWLHN
&OLIW % 	 :ROO &  (FRQRPLF SDWULRWLVPௗ UHLQYHQWLQJ FRQWURO RYHU RSHQ
PDUNHWV -RXUQDO RI (XURSHDQ 3XEOLF 3ROLF\  ²
KWWSGRLRUJ
&RPLQR$$'UDJRQLQ&KHDS&ORWKLQJ:KDW/HVVRQVFDQEH/HDUQHGIURP





&RROVDHW 5  2QWVODJQHPHQG %HOJLVFK %XLWHQODQGV %HOHLG ,QWHUQDWLRQDOH
6SHFWDWRU²








&UHVS\$ $'LDORJXHRI WKH'HDI"&RQIOLFWLQJ'LVFRXUVHVRYHU WKH(8DQG
6HUYLFHV/LEHUDOLVDWLRQ LQ WKH:727KH%ULWLVK -RXUQDO RI3ROLWLFV	 ,QWHUQDWLRQDO
5HODWLRQV²KWWSGRLRUJ;




&ULHNHPDQV ' 	 &DWKHULQH ( 1  'H EXLWHQODQGVH EHWUHNNLQJHQ YDQ
*HPHHQVFKDSKHW:DDOV*HZHVWHQKHW%UXVVHOV+RRIGVWHGHOLMN*HZHVW,Q0




&XUUDQ /  7KH LPSDFW RI WUDGH SROLF\ RQ JOREDO SURGXFWLRQ QHWZRUNV WKH









3ROLF\ $QDO\VLV 5HVHDUFK DQG 3UDFWLFH  ²
KWWSGRLRUJ
'DPUR& 7KHQHZ WUDGH SROLWLFV DQG(8 FRPSHWLWLRQSROLF\ VKRSSLQJ IRU
FRQYHUJHQFH DQG FRRSHUDWLRQ -RXUQDO RI (XURSHDQ 3XEOLF 3ROLF\ ²
KWWSGRLRUJ
GH %HHU 3  $IEURNNHOHQGH OHJLWLPLWHLW YDQ KHW SROGHUPRGHO ,Q 0 .HXQH
(G1RJVWHHGVHHQPLUDNHO"'HOHJLWLPLWHLWYDQKHWSROGHUPRGHOLQGHHHQHQWZLQWLJVWH
HHXZ$PVWHUGDP$PVWHUGDP8QLYHUVLW\3UHVV
'H%LqYUH'	3ROHWWL$ 7KH(8 LQ WUDGHSROLF\ௗ)URPUHJLPH VKDSHU WR
VWDWXV TXR SRZHU ,Q * )DONQHU 	 3 0OOHU (GV (8 3ROLFLHV LQ D *OREDO
3HUVSHFWLYH 6KDSLQJ RU WDNLQJ LQWHUQDWLRQDO UHJLPHV" SS ² /RQGRQ
5RXWOHGJH






-RXUQDO RI 3ROLWLFV DQG ,QWHUQDWLRQDO 5HODWLRQV  ²
KWWSGRLRUJ;
'H 9LOOH ) 	9HUPHLUHQ0 5LVLQJ 3RZHUV DQG (FRQRPLF &ULVLV LQ WKH (XUR
$UHD/RQGRQ3DOJUDYH
'HOOD6DOD98QGHUVWDQGLQJWKH&ULVLV'LG(86WXGLHV*HW,W:URQJ"'UDIW







'HYRV & /DQQRR 6 2VVHQEORN . 5RPPHO - 	 9DQ /LHIIHULQJH + 
,QOHLGLQJLQGHSROLWLHNHEHVOXLWYRUPLQJVWKHRULH*HQW$FDGHPLD3UHVV
'HYX\VW <  (XURSHDQ XQLRQ ODZ DQG SUDFWLFH LQ WKH QHJRWDWLRQ DQG
FRQFOXVLRQRI LQWHUQDWLRQDO WUDGH DJUHHPHQWV -RXUQDO RI ,QWHUQDWLRQDO%XVLQHVV	
/DZ




'UDFKH ' 	 7UHZ 6  7KH SROLWLFV DQG SLWIDOOV RI WKH &DQGD(8
&RPSUHKHQVLYH (FRQRPLF DQG 7UDGH $JUHHPHQW ,Q . +EQHU (G (XURSH
&DQDGD DQG WKH &RPSUHKHQVLYH (FRQRPLF DQG 7UDGH $JUHHPHQW SS ² 1HZ
<RUN5RXWOHGJH
'UHKHU $ *DVWRQ 1 	0DUWRQV 3 0HDVXULQJ *OREDOLVDWLRQ  *DXJLQJ LWV
FRQVHTXHQFHV 1HZ <RUN 6SULQJHU 5HWULHYHG IURP
KWWSJOREDOL]DWLRQNRIHWK]FK
'UH]QHU '  7KH 6\VWHP :RUNHG  +RZ 7KH :RUOG 6WRSSHG $QRWKHU *UHDW
'HSUHVVLRQ2[IRUG2[IRUG8QLYHUVLW\3UHVV











'U $  0HDVXULQJ ,QWHUHVW *URXS ,QIOXHQFH LQ WKH (8 $ 1RWH RQ
0HWKRGRORJ\ (XURSHDQ 8QLRQ 3ROLWLFV  ²
KWWSGRLRUJ
'U $ 	 'H %LqYUH '  ,QFOXVLRQ ZLWKRXW ,QIOXHQFH" 1*2V LQ (XURSHDQ
7UDGH 3ROLF\ -RXUQDO RI 3XEOLF 3ROLF\  ²
KWWSGRLRUJ6;;
'U $ 	 (OVLJ 0  3ULQFLSDOV DJHQWV DQG WKH (XURSHDQ 8QLRQ·V IRUHLJQ
HFRQRPLF SROLFLHV -RXUQDO RI (XURSHDQ 3XEOLF 3ROLF\  ²
KWWSGRLRUJ
'U $ 	 0DWHR *  :KR OREELHV WKH (XURSHDQ 8QLRQ" 1DWLRQDO LQWHUHVW
JURXSV LQ DPXOWLOHYHO SROLW\ -RXUQDO RI (XURSHDQ 3XEOLF 3ROLF\  ²
KWWSGRLRUJ
'U$	0DWHR**DLQLQJDFFHVVRUJRLQJSXEOLF",QWHUHVWJURXSVWUDWHJLHV
LQ ILYH(XURSHDQFRXQWULHV(XURSHDQ -RXUQDORI3ROLWLFDO5HVHDUFK ²
KWWSGRLRUJ
'U$	0DWHR*3XEOLFRSLQLRQDQGLQWHUHVWJURXSLQIOXHQFHKRZFLWL]HQ
JURXSV GHUDLOHG WKH $QWL&RXQWHUIHLWLQJ 7UDGH$JUHHPHQW -RXUQDO RI (XURSHDQ
3XEOLF3ROLF\²KWWSGRLRUJ
'U $ 	 =LPPHUPDQ +  ,QWURGXFWLRQ 7KH (8 LQ ,QWHUQDWLRQDO 7UDGH
1HJRWLDWLRQV -&06 -RXUQDO RI &RPPRQ 0DUNHW 6WXGLHV  ²
KWWSGRLRUJM[
(EHUKDUGW3)HRGRURII7/XL(2OLYHW&	7UHZ67KHULJKWWRVD\QRࣟ
(8²&DQDGD WUDGH DJUHHPHQW WKUHDWHQV IUDFNLQJ EDQV(8 ²&DQDGD WUDGH DJUHHPHQW
WKUHDWHQV IUDFNLQJ EDQV %UXVVHOV$PVWHUGDP &(2 71, DQG WKH &RXQFLO RI
&DQDGLDQV
(EHUKDUGW3	2OLYHW&3URILWLQJIURPLQMXVWLFH%UXVVHOV$PVWHUGDP&(2
DQG 71, 5HWULHYHG IURP
KWWSVZZZWQLRUJILOHVGRZQORDGSURILWLQJIURPLQMXVWLFHSGI




(FNKDUGW -  )LUP OREE\LQJ DQG (8 WUDGH SROLF\PDNLQJ 5HIOHFWLRQV RQ WKH
DQWLGXPSLQJFDVHDJDLQVW&KLQHVHDQG9LHWQDPHVHVKRHV-RXUQDORI
:RUOG7UDGH²
(FNKDUGW -  (8 8QLODWHUDO 7UDGH 3ROLF\0DNLQJ :KDW 5ROH IRU ,PSRUW
'HSHQGHQW )LUPV" -&06 -RXUQDO RI &RPPRQ 0DUNHW 6WXGLHV  ²
KWWSGRLRUJMFPV






&DQDGDDQG WKH863DSHU3UHSDUHG IRU3UHVHQWDWLRQDW WKH1RUGLF3ROLWLFDO6FLHQFH
$VVRFLDWLRQ1236$8QLYHUVLW\RI6RXWKHUQ'HQPDUN2GHQVH$XJXVW
(KUOLFK 6  +RZ &RPPRQ LV WKH &RPPRQ ([WHUQDO 7DULII" 'RPHVWLF
,QIOXHQFHVRQ(XURSHDQ8QLRQ7UDGH3ROLF\(XURSHDQ8QLRQ3ROLWLFV²
KWWSGRLRUJ
(OLDVVRQ / -  7KH7UDQVDWODQWLF 7UDGH DQG ,QYHVWPHQW 3DUWQHUVKLS ,QWHUHVW
JURXSV DQG SXEOLF RSLQLRQ 3DSHU 3UHVHQWHG DW WKH WK %LHQQLDO 0HHWLQJ RI WKH
(XURSHDQ8QLRQ6WXGLHV$VVRFLDWLRQ%RVWRQ0DUFK
(OVLJ 0  (XURSHDQ 8QLRQ WUDGH SROLF\ DIWHU HQODUJHPHQW ODUJHU FURZGV
VKLIWLQJSULRULWLHVDQGLQIRUPDOGHFLVLRQPDNLQJ-RXUQDORI(XURSHDQ3XEOLF3ROLF\
²KWWSGRLRUJ
(OVLJ0 	 'XSRQW &  (XURSHDQ 8QLRQ0HHWV 6RXWK .RUHD %XUHDXFUDWLF
,QWHUHVWV ([SRUWHU 'LVFULPLQDWLRQ DQG WKH1HJRWLDWLRQV RI 7UDGH$JUHHPHQWV
-&06 -RXUQDO RI &RPPRQ 0DUNHW 6WXGLHV  ²
KWWSGRLRUJM[
(QJHOHQ('HNHHU]LMGHYDQKHWSROGHUZRQGHU,Q0.HXQH(G1RJVWHHGV
HHQ PLUDNHO" 'H OHJLWLPLWHLW YDQ KHW SROGHUPRGHO LQ GH HHQHQWZLQWLJVWH HHXZ
$PVWHUGDP$PVWHUGDP8QLYHUVLW\3UHVV
(WKLHU :  6HOOLQJ ´3URWHFWLRQ IRU 6DOHµ 3,(5 :RUNLQJ 3DSHU ²
5HWULHYHGIURPKWWSVVUQFRPDEVWUDFW 
(WKLHU:7KHSROLWLFDOHFRQRP\RISURWHFWLRQ,Q'%HUQKRIHQ5)DOYH\'
*UHHQDZD\ 	 8 .UHLFNHPHLHU (GV 3DOJUDYH +DQGERRN RI ,QWHUQDWLRQDO 7UDGH
SS²+RXQGPLOOV3DOJUDYH0DFPLOODQ
(X'$  $118$/5(3257   (XURSHDQGUHGJLQJ  DPDULWLPH VXFFHVV
VWRU\5HWULHYHGIURPKWWSVZZZHXURSHDQGUHGJLQJHXSGI(X'$BSGI
(X'$  $118$/ 5(3257  $ JOREDO SX]]OH RI JRYHUQPHQW
LQWHUYHQWLRQV 5HWULHYHG IURP KWWSVZZZHXURSHDQ
GUHGJLQJHXSGI(X'$BSGI
(XURSHDQ&RPPLVVLRQ$WUDGH6,$5HODWLQJWRWKH&RPSUHKHQVLYH(FRQRPLFDQG
7UDGH $JUHHPHQW &(7$ EHWZHHQ WKH (8 DQG &DQDGD 5HWULHYHG IURP
ZZZHXFDQDGDVLDRUJ
(YHQHWW 6 -	9HUPXOVW( 7KH3ROLWLFLVDWLRQRI(&$QWLGXPSLQJ3ROLF\
0HPEHU6WDWHV7KHLU9RWHVDQGWKH(XURSHDQ&RPPLVVLRQ7KH:RUOG(FRQRP\
²KWWSGRLRUJM[
)DLUEURWKHU 0  7UDGH SROLF\PDNLQJ LQ WKH UHDO ZRUOG (OLWHV· FRQIOLFWLQJ









)19  %ULHI DDQ GH YRRU]LWWHU HQ GH OHGHQ YDQ GH YDVWH FRPPLVVLH YRRU
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